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[  17  CFR  Parts  239. 240.^9  ] 

[Release  Nos.  33-6826.  34-13525,  36-20028, 
10-0761] 

INDUSTRY  AND  HOMOGENEOUS 
GEOGRAPHIC  SEGMENT  REPORTING 

Proposed  Amendments  of  Disclosure  Forms 
and  Rules 

AGENCY:  Securities  and  Exchange 
Commission. 

ACTION:  Proposed  Rule. 

SUMMARY:  The  Commission  piwosea 
to  revise  certain  disclosure  forma  and 
rules,  in  part  to  coordinate  the  Commis¬ 
sion’s  line  of  business  information  with 
the  Industry  segment  information  re¬ 
quired  by  a  recent  statement  issued  by 
the  Financial  Accounting  Standards 
Board  and  to  avoid  any  duplication  re¬ 
sulting  from  ccMnpliance  with  such  state¬ 
ment.  Certain  of  these  proposals  would 
require  presentation  of  detailed  descrip¬ 
tions  of  Industry  segments  in  which  a 
registrant  engages  in  business.  Other 
amendments  would  require  five-year 
flnii.nr.ial  information  renting  to  indus¬ 
try  segments  and  foreign  and  divnestlc 
operations.  As  a  part  of  the  latter  pro¬ 
posal,  the  amendments  would  codify  the 
position  of  the  staff  of  the  Commission’s 
Division  of  Corporation  Finance  that 
segment  financial  information  must  be 
included  in  certain  proxy  and  informa¬ 
tion  statements  and  in  annual  reports  to 
shareholders.  In  conjunction  with  these 
specific  proposals,  the  Commission  pro¬ 
poses  the  development  of  a  new,  inte¬ 
grated  disclosure  form.  In  addition,  com¬ 
ments  are  sought  on  whether  or  not 
segment  financial  Information  should  be 
required  on  a  quarterly  basis  in  the 
interim  reports. 

DA’TE:  Comments  should  be  submitted 
on  or  ^fore  August  10,  1977. 

ADDRESS:  Comments  should  refer  to 
File  S7-695  and  should  be  submitted  in 
triplicate  to  George  A.  Fitzsimmons, 
Secretary.  Securities  and  Exchange  Com¬ 
mission,  500  North  Capitol  Street,  Wash¬ 
ington,  D.C.  20549.  All  comments  will  be 
available  for  ptdblic  inspection. 

FOR  FURTHER  INFORMATICS  CON¬ 
TACT: 

Linda  L.  Griggs,  OfiOce  of  Disclosure 
Policy  and  Proceedings,  Division  of 
Corporation  Finance  (202-75-1750)  or 
Edward  R.  Cheramy,  Office  of  the  Chief 
Accountant  (202-376-3020),  Securities 
and  Exchange  Commission,  500  North 
Capitol  Street,  Washington,  D.C.  20549. 

SUPPLEMENTARY  INPORMA’nON: 
In  December  1976,  the  Financial  Ac¬ 
counting  Standards  Board  (**FASB”)  is¬ 
sued  Statement  of  Financial  Accounting 
Standards  No.  14,  “Financial  Reporting 
for  Segments  of  a  Business  Enterprise’’ 
(“SFAS  No.  14").  SFAS  No.  14  requires 
corporations  to  disclose  certain  financial 
Information  by  Industry  and  homogene¬ 
ous  geographic  segments  as  defined  in 
the  statement.  In  part  of  this  release,  the 


CammisBion  is  proposing  the  revision  of 
certaip  of  its  disclosure  requirements  in 
order  to  integrate  the  information  to  be 
furnished  pursuant  to  SFAS  No.  14  with 
the  textual  disclosures  required  by  the 
Commission  forms.  Registrants  may  in¬ 
clude  any  of  the  Information  specified 
in  these  proposed  amendments  within 
the  Commission  registration  and  report¬ 
ing  forms  prior  to  the  adc^iUon  of  any 
revisions  in  order  to  provide  more  mean¬ 
ingful  disclosure. 

General  Stateiaent 

The  Securities  and  Exchange  Com¬ 
mission  today  published  for  comment 
proposed  amendments  to  certain  of  its 
reporting  forms  under  the  Securities  Act 
of  1933  (“Securities  Act")  (15  U.S.C.  77a 
ei  seq.,  as  amended  by  Pub.  L.  No.  94-29 
(June  4.  1975))  and  the  Securities  Ex¬ 
change  Act  of  1934  (“Exchange  Act") 
(15  U.S.C.  78a  et  seq.,  as  amended  by 
Pub.  L.  No.  94-29  (June  4,  1975)).  If 
ad<g>ted,  these  proposals  would  require 
registrants  to  disQiiss  separatdy.  within 
the  business  and  property  discuastetvs 
contained  in  dociunents  on  Form  S-1  (17 
CFR  239.11)  uiKler  the  Securities  Act  and 
FV>rms  10  (17  CFR  249.210)  and  10-E  (17 
CFR  249.310)  under  the  Exchange  Act, 
each  Industry  segment  into  which  their 
business  operations  are  classified  and  to 
present  a  five-year  tabular  presentation 
of  certain  financial  information  con¬ 
cerning  these  Industry  segments  and  for- 
and  domestic  operations  in  docu- 
ments  filed  on  Forms  S-1,  S-7  (17  CFH 
239.26)  and  S-8  (17  CFR  239.16b)  xmder, 
the  Secorlttes  Act  and  Forms  10  and* 
10-K  under  the  Exchange  Act  Conccxni- 
tant  with  the  latter  proposal,  the  Cenn- 
misslon  pn^wses  amendments  which 
would  codify  the  position  of  the  staff  of 
the  Division  of  Coii>oration  Finance  (the 
“Staff”)  with  respect  to  the  dlsclosiu^  of 
.financial  information  relating  to  Indus¬ 
try  segments  within  the  business  de¬ 
scription  required  by  Item  14  of  Schedule 
14A  of  Regulation  14A  (17  CFR  240.14a- 
101)  under  the  Exchange  Act  and  in  an¬ 
nual  rQ)orts  to  shareholders  and  which 
would  require  disclosure  of  financial  In¬ 
formation  relating  to  foreign  and  do¬ 
mestic  operations  in  these  dociunents. 
Fonns  S-1  and  S-7  are  forms  for  the 
reglatratkin.  of  seciuities  imder  the  Se¬ 
curities  Act.  Form  S-8  is  the  form  for  the 
registration  of  securities  imder  the  Se¬ 
curities  Act  to  be  offered  to  onplc^ees 
pursuant  to  certain  plans.  Form  10  is  the 
general  form  for  the  registration  of  se¬ 
curities  imder  the  Exchange  Act.  Form 
10-^  is  the  form  for  annual  reports  filed 
pursuant  to  section  13  or  15(d)  of  the 
Exchange  Act  and  Schedule  14A  speci¬ 
fies  the  information  required  to  be  set 
forth  in  proxy  and  information  state¬ 
ments  filed  pursuant  to  Section  14  of  the 
Ebcchange  Act.  Schedule  14A  under  the 
Exchange  Act  is  also  applicable  to  the 
solicitation  of  proxies  under  the  Public 
Utility  Holding  Company  Act  of  1935  (15 
U.S.C.  79a  et  seq.,  as  amended  by  Pub.  I*. 
No.  9f-29  (June  4.  1975))  and  the  In- 
vestm^t  Company  Act  of  1940  (15  U.S.C. 
80a-l  et  seq.,  as  amended  by  Pub.  L.  No. 
94-29  (June  4, 1975) ) . 


In  view  of  the  extensive  nature  of  the 
revisions  necessitated  by  these  proposals, 
the  Commission  is  talcing  this  opportu¬ 
nity  to  ptt^xise  the  development  of  Form 
8-K  which  would  be  an  integrated  dis¬ 
closure  form  whose  first  two  items  would 
be  the  items  affected  by  the  proposed 
amendments  discussed  above.  Items  9 
and  10  of  Form  S-1,  Item  5  of  Form  S-7, 
Item  18  of  Form  S-8,  Items  1  and  3  of 
Forms  10  and  10-K,  Rules  14a-3  (17  CFR 
240.14a-3)  and  14c-3  (17  CFR  240.14C-3) 
arid  Item  14  of  Schedule  14A  would  be 
revised  to  refer  specifically  to  the  appro- 
iniate  dlaclosiue  requirements  contained 
in  this  integrated  disclosure  form. 

In  addition,  the  Ccxnmission  requests 
comments  as  to  whether  it  is  necessary 
or  appropriate  in  the  public  interest  or 
for  the  luotection  of  investors  to  amend 
Form  10-Q  for  quarterly  reports  (17  CFR 
249.308)  imder  the  Exchange  Act  to  re¬ 
quire  the  Inclusion  of  quarterly  financial 
information  relating  to  the  Industry  seg¬ 
ments  into  which  a  registrant’s  business 
k  classified.  Specific  amendments  to 
form  10-Q  are  not  pn^x>8ed  at  this  time. 

Tills  release  (xintains  a  general  dlscus- 
alon  of  the  background,  purpose  and  ef¬ 
fect  of  the  proposals  and  requests  com¬ 
ments  on  certain  additional  areas  for 
dtadosuTB. 

A.  BACKGROUND 

Ih  proposing  these  amendments  at  this 
time,  the  Commission  has  considered  the 
impact  on  rep(»tlng  obligations  of  cor- 
poratioas  of  the  Statem^t  of  Financial 
Accounting  Standards  No.  14  (“SFAS 
No.  14")  and  has  taken  note  of  certain 
tentative  recommendations  made  by  the 
Advisory  Committee  on  Corporate  Dis¬ 
closure  (the  “Advisory  Committee”).  A 
dlscusBloa  of  SFAS  No.  14  and  the  Ad¬ 
visory  Committee’s  recommendations 
follows. 

SFAS  No.  14.  SFAS  No.  14  requires  the 
reporting  of  financial  information  re¬ 
lating  to  Industry  segments  and  foreign 
and  domestic  operations  when  a  com¬ 
pany  Issues  annual  financial  statements 
or  a  complete  set  of  Interim  period  finan¬ 
cial  statements  (i.e.,  balance  sheet,  in¬ 
come  statement,  statement  of  source  and 
^K>Ucatlon  of  funds  and  notes  to  the 
financial  statements) ’The  requisite  In- 
formatkm  must  be  presented  within  the 
financial  statements  or  the  notes  thereto 
or  must  be  referenced  in  the  financial 
statements  if  not  clearly  a  part  thereof.* 

Companies  are  required  to  report  the 
amounts  of  revenues,  with  intersegment 
sales  or  transfer  shown  separately,  op¬ 
erating  iHtfflt  or  loss  (revenue  less  op¬ 
erating  expenses)  and  identifiable  as¬ 
sets  for  each  significant  industry  seg¬ 
ment.*  In  addition,  the  information  about 
revenue,  profitability  and  Identifiable  as¬ 
sets  must  be  reconciled  to  the  related 
amounts  in  the  consolidated  flnanpiai 
statemrats  of  the  enterprise.*  Certain 
other  rdated  dlsclosiues  are  also  re¬ 
quired.  A  segment  is  regarded  as  slg- 


»  SFAS  No.  14,  Paragraph  4. 
•Id.  Pangraph  m 

*  Id.  Paragraph  9X 

*  M.  Paragraph  SO. 


FEDERAL  REGISTER,  VOL  42,  NO.  98 — FRIDAY,  MAY  20,  1977 


PROPOSED  RULES 


26011 


nlficant  and  therefore  reportable  11  Its 
revenues,  operating  profits  (or  losses)  or 
Identifiable  assets  are  ten  percent  or 
more  of  the  related  combined  amoimts 
for  all  of  a  company’s  Industry  segments* 
To  ensure  that  the  reportable  segments 
represent  a  substantial  portion  of  the 
company’s  overall  operations,  SFAS  No. 
14  stipulates  that  the  combined  reve¬ 
nues  of  the  reported  segments  must  equal 
or  exceed  75  percent  of  the  company’s 
total  revenues.* 

SPAS  No.  14  requires  companies  to  fur¬ 
nish  financial  Information  for  their  op¬ 
erations  In  different  geographic  areas  of 
the  world  which  Is  similar  to  that  re¬ 
quired  for  Industry  segments.*  The  finan¬ 
cial  Information  Is  to  be  presented  for 
the  company’s  domestic  (^rations  and 
for  Its  foreign  operations,  either  In  the 
aggregate,  or.  If  cqiproprlate,  by  geo¬ 
graphic  area.  If  the  revenue  generated 
by  the  company’s  foreign  (Hieratlons 
from  sales  to  unafflUated  customers  con¬ 
tributed  ten  percent  or  more  to  consol¬ 
idated  revenue  or  If  the  Identifiable  as¬ 
sets  of  the  company’s  foreign  operations 
are  ten  percent  or  more  of  consolidated 
assets.*  SFAS  No.  14  also  requires  dls- 
closxire  of  the  amount  of  export  sales 
from  an  enterprise’s  home  coimtry  to 
unafflUated  customers  In  foreign  coim- 
trles  when  this  amount  Is  ten  percent 
or  more  of  total  revenue  from  sales  to 
unafflUated  customers.* 

Finally,  If  a  company  derives  ten  per¬ 
cent  or  more  of  Its  revenue  from  sales 
to  any  single  customer,  SFAS  No.  14  re¬ 
quires  disclosure  of  that  fact  and  at  the 
amount  of  revenue  received  fr(xn  each 
such  customer.** 

SPAS  No.  14  Is  effective  for  fiscal  years 
beginning  after  I^ember  15,  1976  and 
for  Interim  periods  within  those  fiscal 
years  for  which  complete  financial  state- 
marts  are  provided.  When  financial 
statements  are  presented  for  more  than 
one  fiscal  year,  the  segmental  Informa¬ 
tion  must  be  presented  for  each  such 
year." 

Recommendation  of  the  Advisory 
Committee  on  Corporate  Disclosure.  At 
Its  February,  1977  meeting  the  Advisory 
Committee  agreed  to  recommend  that 
the  Commission  take  actlcm  to  (1)  Inte¬ 
grate  the  textural  disclosures  required  In 
Ccunmlsslon  forms  with  the  segmental 
financial  statement  disclosures  required 
by  SFAS  No.  14  and  (2)  require  the  In¬ 
clusion  of  segmental  financial  statement 
disclosure  In  interim  reports  on  Form 
10-Q."  In  furtherance  of  the  Integration 
of  disclosures,  the  Advisory  Committee 
also  recommended  that  segment  Infor¬ 
mation  be  discussed  In  the  Management’s 
Discussion  and  Ansdysls  of  the  Summary 


*  Id.  Paragraph  IB. 

■  Id.  Paragraph  17. 

'  Id.  Paragraph  36. 

*  Id.  Paragraph  32. 

*  Id.  Paragraph  36. 

Id.  Paragraph  39. 

Id.  Paragraphs  3,  41. 

See  Minutes  at  ttie  Sixth  Meeting  of  the 
Securities  and  Kxchange  Oommisaton  Ad¬ 
visory  Ocxnmlttee  on  Corporate  Disclosure 
on  February  7  and  8,  1977. 


of  Operations  pursuant  to  Guides  22  and 
1  (Accounting  Series  Release  No.  159 
(August  14,  1974),  39  FR  31894)  of  the 
Guides  for  the  Preparation  and  Flung 
of  Registration  Statements  under  the 
Securities  Act  (17  CFR  Part  231)  and  of 
the  Guides  for  the  Prepcuration  and 
Filing  of  Reports  and  Proxy  and  Regis¬ 
tration  Statemoits  under  the  Exchange 
Act  (17  CTR  Part  241). 

B.  PURPOSE  AND  EFTKCT  OF  PROPOSED 
REVISIONS 

These  proposals  represent  the  con¬ 
tinuing  efforts  of  the  Commission  to  pro¬ 
vide  necessary  Information  to  Investors 
and  to  minimize  any  consequent  burden 
to  registrants  by  making  the  various  (Us- 
closure  requirements  more  uniform.  The 
specific  prtHioeals  set  forth  herein  should 
accmnpUsh  these  goals  by  (1)  taking  the 
first  step  in  providing  an  Integrated  dis¬ 
closure  form;  (2)  coordinating  certain 
Commission  line  of  business  disclosure 
requiremoits  with  the  segment  dis¬ 
closure  requirements  of  SFAS  No.  14; 
(3)  Improving  segment  disclosure  for  the 
benefit  of  Investors;  and  (4)  codifying 
a  Staff  position  with  respect  to  business 
related  dlscloeure. 

Ihe  proposal  to  begin  the  development 
of  a  new  Integrated  disclosure  form. 
Form  S-K,  should  improve  and  simplify 
significantly  the  disclosure  process  by 
eliminating  immaterial  differences 
among  the  disclosure  requirements  In 
the  various  registration  and  reporting 
forms.  If  the  pnH>osed  Form  S-K  is 
adopted,  future  amendments  affecting 
many  diKlosure  forms  would  be  refiected 
In  the  new  form  with  appit^^rlate  revi¬ 
sions  and  cross-references  added  to  the 
disclosure  forms. 

Certain  of  the  Commission  forms  now 
require  disclosure  of  sales  and  Income 
Information  fcH*  lines  of  business  and 
income  infomation  for  classes  of  similar 
products  or  services.  The  Identification 
of  the  Various  lines  of  business  has  pri¬ 
marily  been  left  to  registrants  by  the 
Cwnmisslon,  although  the  Commisslixi 
forms  present  general  guidelines  for  such 
a  determination." 

As  a  result  of  the  issuance  of  SFAS  No. 
14  by  the  FA£S.  registrants  will  be  re¬ 
quired  to  Include  within  their  financial 
statements  more  detailed  financial  Infor¬ 
mation  relating  to  the  rep(Miable  indus¬ 
try  segments  In  which  they  do  business. 
In  addition,  the  Cimimission  anticipates 
that  comptmles  complying  with  SFAS 
No.  14  may  classify  their  business  into 
Industry  segments  which  differ  from  the 
lines  of  business  previously  reported  in 
the  Commission  forms.  In  order  to  avoid 
duplicative  reporting  of  similar  Informa¬ 
tion  as  a  resiQt  of  SFAS  No.  14,  the  Con- 
mission  is  proposing  to  amend  Its  disclo¬ 
sure  requlremoits  to  require  the  presen¬ 
tation  of  financial  Information  rdatlng 
to  industry  segments  In  lieu  of  lines 


**  The  Oommlaslon  determined  that  It  was 
not  feasible  or  desirable  to  be  very  epeclflc 
In  defining  a  line  of  buelnees  because  of  the 
ntunerous  ways  In  which  companies  are  or¬ 
ganised  to  do  buMneee.  See  Securities  Act 
Release  4988  (July  14,  1969) ,  84  FR  1217a 


of  business  In  registration  statonents  on 
Forms  S-1,  S-7,  S-8  and  10,  and  In  an¬ 
nual  reports  on  Form  10-K."  Di  con- 
jimction  with  these  amendments  the 
Commission  is  proposing  reviBl<ms  which 
would  codify  the  Staff’s  policy  that  seg¬ 
ment  Information  shoiUd  be  included  In 
certain  proxy  and  Information  state¬ 
ments  and  in  annual  reports  to  share¬ 
holders. 

The  Commlsslcm  also  believes  that  the 
financial  disclosure  relating  to  domestic 
and  foreign  operations  required  by  SFAS 
No.  14  will  provide  meaningful  informa¬ 
tion  to  Investors  as  to  the  vcdume  of  op¬ 
erations  abroad  and  the  importance  to 
the  company  of  both  foreign  operations 
and  export  sales.  Therefore,  amendments 
are  proposed  which  would  require  inclu¬ 
sion  of  financial  information  relating  to 
domestic  and  foreign  operations  In  docu¬ 
ments  on  Forms  S-1,  S-7,  S-8,  10  and 
10-K,  In  certain  proxy  and  Infomatlon 
statements  and  In  annual  reports  to 
sharehcdders. 

It  is  the  opinion  of  the  Commlssl(m 
that  meaningful  segment  Information  Is 
crucial  to  reasoned  Investment  decision¬ 
making  In  multi-segment  companies. 
’Therefore,  the  Commission  proposes  cer¬ 
tain  amoidments  which  would  require 
the  textual  business  discussion  In  Forms 
S-l,  10  and  10-K  to  be  presented  by  in¬ 
dustry  segment. 

The  proposed  amendment  to  require 
detailed  descriptions  of  the  Industry  seg¬ 
ments  as  well  as  the  amendments  to 
require  disclosure  of  financial  Informa¬ 
tion  relating  to  industry  segments  and 
foreign  and  domestic  operations  should 
provide  more  specificity  in  the  business 
information  and  should  achieve  m(»^ 
uniformity  in  the  tsrpe  of  Information  in 
the  documents  and  In  the  methods  of 
presentatioti  of  this  data.  In  addition, 
these  pn^xjsed  amendmoits  would  par¬ 
tially  Implement  the  aforementioned  rec¬ 
ommendations  made  by  the  Advisory 
CTcxnmlttee.  The  Commission  Is  not  pro¬ 
posing  specific  amendments  to  Guides 
22  and  1  at  this  time,  however,  because 
additional  amendments  to  these  guides 
are  contemplated.  Nevertheless,  regis¬ 
trants  are  urged  to  Include  within  the 
management’s  discussion  and  analysis  of 
the  five-year  summary  of  operations  an¬ 
alyses  of  the  performance  of  the  industry 
segments. 

c.  COMMENTS  INVITEO  ON  DISCLOSURE  BY 

FOREIGN  ISSUERS  AND  ON  QUARTERLY  SEG¬ 
MENTAL  REPOSTING 

Comments  are  specifically  requested 
on  the  resulting  applicability  of  the  pro¬ 
posed  amendments  to  foreign  issuers 


^  In  general,  the  proposed  amendments  re¬ 
quire  the  type  of  financial  information  re¬ 
quired  by  SFAS  No.  14.  The  OcunmisBlon  now 
is  considering  a  petition  submitted  under 
Rule  4  at  the  rulee  of  practice  (17  CFR 
201.4)  by  Tax  Analysts  and  Advocates.  The 
petition  requests  tliat  disclosure  be  required 
of  net  Income  by  geographic  srea  in  ordw 
that  information  may  be  obtained  oonoem- 
ing,  among  other  things,  a  corporation’s  ef¬ 
fective  tax  rate  on  United  States  and  foreign 
activities.  The  Commission  win  announce  Its 
action  on  the  petition  at  a  later  time. 
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which  file  registration  statements  under 
the  Securities  Act.  Interested  persons  are 
Inrlted  to  dlscxiss  the  proposed  require¬ 
ments  that  Indiistry  segments  be  de¬ 
scribed  and  that  five-year  financial  In¬ 
formation  be  furnished  as  to  industry 
segments  and  foreign  and  domestic  oper¬ 
ations  as  they  relate  to  foreign  issuers. 

Another  recommendation  of  the  Ad¬ 
visory  Committee  to  the  Commission  is 
that  quarterly  reports  contain  segmental 
financial  statement  disclosure  because  of 
the  importance  of  the  information  re¬ 
quired  by  SPAS  No.  14.  Since  SPAS  No. 
14  Is  applicable  only  to  a  c(miplete  set  of 
financial  statements,  the  statement 
would  have  no  impact  upon  Porm  10-Q 
financial  statement  requirements  absent 
further  Commission  action.  The  Commis¬ 
sion  specifically  invites  comments  on  the 
need  for  this  additional  disclosiu^  and 
on  the  burdens  of  maintaining  accoimt- 
Ing  systems  which  would  enable  this  in¬ 
formation  to  be  made  available. 

O.  COMPLUNCI  WITH  THK  PROPOSED 
AMENDHENTS  PRIOR  TO  THEIR  ADOPTION 

In  order  to  encourage  the  inclusion  ot 
more  detailed  segmental  information  in 
documents  filed  pursuant  to  the  securities 
acts,  the  Commission  has  determined  to 
permit  registrants  to  Include  any  of  the 
information  called  for  by  these  proposals 
upon  their  publication  so  long  as  the  ex¬ 
isting  disclosure  requirements  are  satis¬ 
fied. 

Specific  Proposals 

A.  FINANCIAL  INFORMATION  FOR  INDUSTRY 
SEGMENTS 

As  noted  above,  the  Commission  pro¬ 
poses  to  amend  certain  disclosure  forms 
to  require  the  presentation  of  financial 
Information  relating  to  the  industry  seg¬ 
ments  into  whhh  the  registrant’s  husi- 
ness  is  classified  in  lieu  of  the  disclosure 
required  now  as  to  lines  of  business. 
These  revisions  would  coordinate  the  dis¬ 
closure  required  by  the  securities  regula¬ 
tions  with  that  required  by  SPAS  No.  14  ■ 
and  would  result  in  more  complete  dis¬ 
closure  about  registrants’  businesses  since 
the  Commission  forms  only  require  dis¬ 
closure  of  revenue  and  income  informa¬ 
tion  for  individual  lines  of  business. 

Financial  information  relating  to  lines 
of  business  is  required  by  specific  instruc¬ 
tion  in  the  textual  business  descriptions 
contained  in  registration  statements  on 
Forms  S-1,  S-7,  S-8,  and  10  and  in  an¬ 
nual  reports  on  Form  10-K.  In  addition, 
it  has  been  the  policy  of  the  Staff  to  ob¬ 
tain,  through  the  comment  procedures, 
income,  and  revenue  information  for  in¬ 
dividual  lines  of  business  in  certain  proxy 
and  information  statements.'*  Line  cd 


’■Tills  iqiproach  is  consistent  with  tbe 
Oommlsslop’s  efforts  to  look  to  the  private 
sector  for  leadership  In  establishing  and 
tanprosTing  accounting  principles  and  stand¬ 
ards  through  the  FASB.  See.  Accounting 
Oerlea  B^aee  No.  150  (December  20,  1973), 
39  TR  1260. 

’•Paragraph  (b)(1)  of  Item  14  (Mergers, 
conaolldatlCTis,  acqxilsltlona,  and  similar 
matters)  of  Schedule  14A  requires  corpora- 
tlooa  to  describe  me  business  of  the  issuer 
and  of  each  person  which  is  to  be  merged  into 
the  Issuer  or  into  or  with  which  tbe  Issuer  is 


business*  information  has  also  been  re¬ 
quired  in  annual  reports  to  shareholders 
by  the  statraient  in  Rules  14a-3  and 
14C-3  of  RegulatiCHi  14A  tmder  the  Ex¬ 
change  Act  that  the  report  should  con¬ 
tain  information  as  comprehensive  as 
that  required  by  paragraj^  (c)  (1)  and 
(c)  (2)  o{  Item  1  of  Form  10-K  regarding 
lines  of  business  and  classes  of  similar 
products  and  services  respectively.  The 
Commission  pr(H>oses  to  revise  the  ty{>e 
of  disclosure  in  these  documents  and,  at 
the  same  time,  codify  the  Staffs  position 
on  segment  disclosure  in  proxy  and  in¬ 
formation  statements  and  in  annual  re¬ 
ports  to  shar^olders. 

Pn^osed  Item  1(c)  (1)  and  (2)  of  the 
new  integrated  disclosure  form,  Porm 
S-K,  set  forth  the  provislcms  relating  to 
industry  segment'^  and  classes  of  product 
or  service  disclosure.  Item  9  of  Form  S-1, 
Item  5  of  Form  S-7,  and  Item  1  of  Forms 
10  and  10-K  would  be  amended  to  refer 
to  the  disclosure  provisions  in  Iton  1  o< 
the  integrated  dlwloeure  fMm.  The  re¬ 
quirement  in  Item  18  of  Form  S-8  to  in¬ 
clude  Information  as  comprehensive  as 
that  required  in  the  FcHm  10-K  regard¬ 
ing  lines  of  business  would  be  similarhr 
amended.  In  addition.  Rules  14a-3  and 
14c-3  and  Item  14(b)  of  Schedule  14A 
would  be  amended  to  specifically  require 
the  presentation  of  the  information  re¬ 
quired  by  Item  1  paragraph  (c)  of  the 
Porm  S-K. 

Proposed  It«n  1(c)(1)  requires  dis¬ 
closure  of  the  following  financial  infor¬ 
mation  relating  to  the  Industry  segments 
into  which  a  registrant’s  business  istlas- 
sified:  (1)  Hie  amoimt  of  total  sales 
and  revenues  with  sales/transfers  to  un- 
afflliated  customeis  and  to  other  indus¬ 
try  segments  shown  separate;  (2)  the 
amount  of  operating  profit  or  loss  (i.e., 
revenue  less  all  operating  expenses) ;  (3) 
the  aggrregate  amount  of  Identifiable  as¬ 
sets  exclusively  used  by  and  those  allo¬ 
cated  to  each  segment;  and  (4)  certain 
related  disclosures.  In  addition,  regis¬ 
trants  would  be  required  to  reconcile 
the  amounts  of  revenue,  operating  profit 
or  loss  and  identifiable  assets  to  the 
related  amoimts  in  the  consolidated  fi¬ 
nancial  statemmts.  Appendix  A  to  the 
proposed  item  ol  Porm  S-K  sets  forth 
'definitions  appropriate  to  the  disclosures 
required  this  subparagraph  and 
guidelines  relevant  to  the  determination 
of  reportable  industry  segments.  The  dis¬ 
closures  which  would  be  required  as  to 
industry  segments  in  the  Commission 
forms  are  generally  the  same  as  those 
required  by  SFAS  No.  14. 

Paragraph  20  ot  SPAS  No.  14  provides 
an  exceptiem  from  the  requlremoit  to 


to  b«  merged  or  consolidated  or  the  business 
or  assets  of  which  are  to  be  acquired  or  which 
is  tbe  issuer  at  securities  to  be  acquired  by 
the  isBiier  in  exchange  for  aU  or  a  substantial 
part  of  its  assets  or  to  be  acquired  by  security 
holders  of  tbe  issuer  and  action  is  to  be  taken 
with  respect  to  such  transaction. 

"Tb  the  extent  that  this  information  is 
responslvs  to  the  reqtiirements  of  SFAS  No. 
14,  a  cross  reference  to  tbe  appropriate  Onan- 
dal  data  in  the  business  description  could  be 
included  in  the  notes  to  the  financial  state¬ 
ments  by  registrants  wishing  to  comply  with 
SPAS  No.  14  in  this  manner. 


provide  industry  segment  financial  in¬ 
formation.  Whenever  an  enterprise  op¬ 
erates  exclusively  in  a  single  industry 
m  a  d(Hnlnant  portlcm  of  its  operations 
are  in  a  single  industry  segment,  tbe  fi¬ 
nancial  information  as  to  industry  seg¬ 
ments  need  not  be  given.  SFAS  No.  14 
defines  a  dominant  Industry  segment  as 
a  segment  whose  revenue,  operating 
profit  or  loss,  smd  identifiable  assets 
each  constitute  more  than  90  percent  of 
related  totals  for  all  industry  segments, 
when  no  other  industry  segment  is 
deemed  significant.  Notwithstanding  the 
provisions  of  SFAS  No.  14,  the  Commis¬ 
sion  believes  that  financial  information 
relating  to  a  dmnlnant  industry  segment 
should  be  presented  where  the  segment 
is  or  was  experiencing  a  material  change 
in  the  trend  of  revenues  or  maiicet  share 
and/or  pnffltaUlity  during  either  of 
registrant’s  two  most  recent  fiscal  years. 
Prcqxised  Item  1(c)(1)  requires  such  a 
presentation. 

In  addition,  the  Commission  believes 
that  the  disclosure  forms  should  contain 
more  information  ccmceming  interseg¬ 
ment  sales  or  transfers.  Paragraiihs  23 
and  10(c)  of  SFAS  No.  14  require  sepa¬ 
rate  disclosure  of  intersegment  sales  and 
an  explanation  of  the  basis  (ff  account¬ 
ing  for  such  sales.'*  Proposed  Item  1(c) 
(1)  would  octend  the  requirements  of 
SFAS  No.  14  and  require  registrants  to 
indicate  the  foUowmg  by  footnote  to  the 
amounts  of  intersegment  sales:  (1)  The 
idoitity  or  Identities  of  the  industry  seg- 
ment(s)  to  which  such  intersegment 
sales  by  product  or  service  were  made 
and  tbe  amount(B)  made  to  each;  (2) 
the  relationship  between  the  per  unit 
dollar  amounts  at  which  intersegment 
sales  or  transfers  are  reflected  and  the 
per  unit  dollar  amounts  of  sales  to  un¬ 
affiliated  third  parties  of  identical  prod¬ 
ucts  or  services;  and  (3)  the  percentage 
of  aggregate  revenues  of  such  identical 
IHOducts  (m:  services  accounted  lor  by 
tbe  intersegment  sales  or  transfers.  Hiis 
Information  should  aid  Investors  in  de¬ 
termining  the  importance  of  interseg¬ 
ment  transfers  to  a  particular  segment 
and  in  assessing  the  extent  to  which  the 
profitability  of  one  segment  is  depend¬ 
ent  up<Hi  intersegmait  transfers. 

’The  Commission  forms  presently  re¬ 
quire  the  presentation  of  financial  in¬ 
formation  relating  to  lines  of  business  for 
five  yeara  SFAS  Na  14,  however,  only 
requires  industry  segment  information 
lor  each  fiscal  year  beginning  after  De¬ 
cember  IS,  1976,  and  for  each  interim 
p»iod  for  which  complete  financial 
statements  (Le..  balance  sheet,  income 
statement,  statement  of  source,  and  ap¬ 
plication  of  funds  and  notes  to  the  finan¬ 
cial  statements)  are  included.  Registra¬ 
tion  statements  and  certain  proxy  and 
information  statements  usually  contain 
a  complete  set  of  financial  statements 
for  one  fiscal  year  and  possibly  one  in¬ 
terim  period'*  and  annual  r^N>rts  to 


’*  ’The  Commission  expects  that  registrants 
will  establkdi  reasonable  bases  for  acconnt- 
Ing  for  such  sales. 

*See  Fbrm  S-1,  Instructions  as  to  Finan¬ 
cial  Statements;  Fbrm  3-7,  Item  11(a);  Form 
10,  Instructions  as  to  Financial  Statements. 
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Bhareholders  and  reports  on  Form  10-K 
set  forth  complete'  financial  statements 
for  two  fiscal  yeaza.*  Iliaefore.  8FAS 
Na  14  would  require  the  presentatian  of 
finunriaJ  infonzustion  relatinc  to  Indus- 
try  segmenta  for  at  most  two  fiscal  yeazs. 

Ttie  Commission  beUeres  that  the  basi> 
description  in  Forms  8-1.  S-7,  S-S, 
10.  10-B:.  In  proxy  and  information 

statements  and  in  annual  reports  to 
shareholders  should  include  the  financial 
Information  required  by  8FA8  No.  14 
relating  to  Industry  segments  for  five 
years  since  the  disclosure  forms  have  re¬ 
quired  the  presentation  of  line  of  busi¬ 
ness  and  Income  statement  **  information 
for  this  period  of  time  for  piupose  of  year 
to  year  comparison.  Iheiefore.  amend¬ 
ments  are  proposed  which  would  require 
segmental  Information  for  the  regis¬ 
trant’s  last  five  fiscal  years  or  for  each 
fiscal  year  during  which  the  registrant 
has  been  engaged  in  business. 

The  Commission  has  not  determined, 
however,  whether  the  information  relat¬ 
ing  to  segments  should  be  required  for 
fiscal  years  which  are  not  or  have  not 
been  subject  to  SPAS  No.  14.  Therefore, 
comments  are  requested  specifically  on 
whether  five-srear  financial  Information 
should  be  required  for  those  fiscal  years 
beginning  on  or  prior  to  December  15, 
1976.  Since  the  Commission  believes  that 
historical  Information  is  essential  for  a 
complete  understanding  of  a  corpora¬ 
tion’s  business,  persons  are  requested  to 
recommend  the  type  of  Information 
which  should  be  required  in  order  to 
present  comparative  financial  informa¬ 
tion  if  the  adopted  amendments  were  to 
apply  prospectively  only.  Persons  may 
wl^  to  comment  on  the  following  pos¬ 
sible  alternative  methods  of  presoitatkm 
of  five-year  data:  (1)  The  presentation 
of  five-year  line  of  btisiness  Infonnation 
together  with  Industry  segment  Infonna¬ 
tion  for  fiscal  years  beginning  after  De¬ 
cember  15,  1976,  imtil  five-year  Industry 
segment  Infonnation  Is  required;  (2)  the 
presentation  of  industry  segment  in¬ 
formation  for  fiscal  years  beginning 
after  December  15,  1976,  with  line  of 
business  data  for  earlier  periods  arrayed 
alongside  the  segment  information  to  the 
extent  they  are  ccHnparable  and  with  ex¬ 
planations  of  the  reasons  for  any  lack 
of  comparability  adth  earlier  periods  as  a 
result  of  the  change  In  reporting  require- 
mmts;  or  (3)  the  presentation  of  indus¬ 
try  segment  Information  for  fiscal  years 
beginning  after  December  15,  1976,  and 
line  of  business  information  for  the  bal¬ 
ance  of  the  five-year  period  together 
with  a  reconciliation  with  the  segment 
information. 

Infonnation  may  be  needed  for  a  period 
of  time  in  excess  of  five  years.  The  pro¬ 
posed  amoKlments  note  that  the  five- 
year  polod  is  merely  a  guide  to  disclosure 
and  that  information  regarding  opera- 


**  See  Form  10-K.  Instructtons  as  to  Flnan* 
dal  Statements. 

“  See  Item  6,  Summary  of  Ramlnga,  Form 
S-U  Item  8,  Statements  of  Inoome,  Form 
B~T;  Iton  18,  The  lawierla  BealnMa  and 
Management.  Form  8-8;  Item  X,  Summary  of 
Opentfcma,  Form  10;  Item  I.  Summary  of 
Operations,  Form  10-K. 


tinna  occuJTlng  outslde  this  period  may 
be  material  certain  circumstances 

and  should  be  disclosed.  In  addition, 
when  registrants  Include  a  complete  set 
of  finnnriai  statements  for  an  intodm 
period  in  a  report  or  registration  state¬ 
ment,  the  required  financial  information 
should  be  provided  for  that  Interim 
period  together  with  the  five-year  date. 

8.  TEXTILE  DISCUSSlOlf  OF  BUSINSSS  AND 

PROPSKTT 

The  Commission  proposes  to  amend 
Items  9  and  10  of  Form  8-1  and  Items 
1  and  3  of  Forms  10  and  10-K  to  refer 
to  the  more  detailed  information  relat¬ 
ing  to  industry  segments*  which  would 
be  required  by  Items  1  and  2  of  the  new 
Integrated  disclosure  document.  Form 
S-K. 

The  Form  S-K  would  require  regis¬ 
trants  to  describe  within  the  description 
of  their  business  each  taKtastry  segment 
Into  which  their  business  is  classified. 
The  descrlptlcm  would  include  matters 
such  as  the  foUowing;  Competition;  de¬ 
pendence  upon  a  few  customers;  princi¬ 
pal  products  and  aerTioes;  backlog; 
sources  and  availability  of  raw  mate¬ 
rials;  the  importonoe  to  the  business 
and  duration  and  effect  of  material 
patents  and  the  like:  research  and  de¬ 
velopment;  number  of  employees;  and 
the  seasonallti^  of  the  bushiess.  m  order 
to  obtain  meaningful  Information  about 
the  lnd\Mtry  segment,  the  Commission 
proposes  to  require  registrants  to  discuss 
these  matters  to  the  extent  they  are  ma¬ 
terial  to  each  segment. 

In  addltkm  to  detailed  diKlosure  re¬ 
lating  to  the  industry  segments,  the  pro¬ 
posed  amendments  would  require  regis¬ 
trants  to  discuss  any  of  the  aforemen¬ 
tioned  matters,  if  appropriate,  within  the 
general  discussion  of  their  business.  As 
a  result,  research  and  development 
matters  which  do  imt  affect  any  (me  ex¬ 
isting  Industry  segment  and  principal 
customers  which  purchase  products 
from  various  industry  segments,  for  In¬ 
stance,  would  be  described  In  this  general 
discussion  of  the  business. 

The  proposal  to  require  more  detailed 
information  about  industry  segments 
zmcessltates  the  revtskm  of  the  instruc¬ 
tions  relating  to  the  exhibits  to  be  filed 
with  Forms  S-l,  10  and  10-K.  The  pro¬ 
posed  amendments  would  require  regis¬ 
trants  to  file  contracts  as  exhibits  to 
those  documents  If  the  contracts  are 
material  either  to  a  parti(mlar  Industry 
segment  or  to  the  registrant  as  a  whole. 
Kxlstlng  provisions  require  the  filling  of 
only  those  contracts  which  are  material 
to  the  registrant. 

hi  conjunction  with  the  drafting  of  the 
business  description  Item  for  the  new 
Integrated  disclosure  form,  the  Commls- 
skm  has  re-examined  certain  existing 
provisions  of  the  business  Items  included 
in  Fonns  8-1,  10,  and  10-K.  to  evaluate 
differences  and  reconsider  the  specific 


*  Antendments  to  Form  8-7  to  require  de- 
tafled  deecrlptlops  at  the  Industry  segments 
are  not  proposed  because  the  Information  win 
be  available  to  the  Investing  pubHe  tn  tbs 
annnal  report  on  Form  10-K  which  U  filed 
with  the  Oommistioo. 


requirements.  As  noted  above,  certain 
differences  between  the  Items  In  the 
three  forms  have  been  eliminated 
through  the  pr(mosed  Item  of  Form  8-K. 
This  re-examinatlon  has  also  resulted  in 
the  proposal  to  delete  existing  instruc¬ 
tions  5  and  2  of  paragraphs  (b)  (1)  and 
(b)  (2)  respective  of  Iton  9  of  Form 
8-1  and  Instructions  5  and  2  of  para¬ 
graphs  (c)  (1)  and  (c)  (2)  respectively  of 
Item  1  of  Forms  10  and  10-K.  These  In¬ 
structions  iirovlde  that  financial  Infor¬ 
mation  regarding  classes  of  products  or 
services  In  operations  regulated  by  Fed¬ 
eral.  State,  or  munlclpcd  authorities  may 
be  limited  to  those  classes  of  products  or 
services  required  by  any  uniform  sys¬ 
tem  of  accounts  prescribed  by  such  au¬ 
thorities.  Comments  are  Invited  on 
whether  the  deletion  of  these  Instruc¬ 
tions  would  have  any  adverse  effects  on 
the  reix>rtlng  obligations  of  any  corpora¬ 
tions  regulated  by  State  or  municipal  au¬ 
thorities. 

The  Commission  pr(K>oses  to  add  a 
sentence  to  the  subparagraph  In  the  busi¬ 
ness  Item  of  the  Pc^rm  S-K,  Item  1  relat¬ 
ing  to  research  and  development  costs. 
Item  Kb)  (7)  (1)  would  retiuire  expendi¬ 
tures  for  company-sponsored  research 
activities  to  be  stated  in  accordance  with 
generally  accepted  accounting  principles. 
The  Commission  believes  that  It  Is  ap¬ 
propriate  to  use  the  definition  of  research 
and  develc^ment  costs  adopted  by  the 
FASB  In  making  this  disclosure. 

The  Ccxnmlssion  also  proposes  to 
amend  Item  10  of  Form  S-l  and  Item 
3  nf  Forms  10  and  10-K  to  implement  the 
recommendation  of  the  Advisory  Com¬ 
mittee  that  the  property  used  by  regis¬ 
trants  be  described  by  Industry  segment. 
Properties  of  a  reglstrwt  would  be  dls- 
cusssed  If  they  were  material  to  the  par¬ 
ticular  segment  for  which  they  were 
used  or  to  the  general  operations  of  the 
registrant. 

c.  roixicK  AM»  aoMKsnc  orcxATioiis 

The  Commission  believes  that  the  in- 
fomnatlon  concerning  a  corporation’s 
foreign  and  d(xnestlc  operations  required 
by  SFA8  No.  14  Is  meaningful  to  the 
suialysis  of  a  corporatlcm’e  business. 
Therefore,  amendznents  are  proposed 
which  would  require  the  inclusion  of  this 
data  within  the  business  discussions  set 
forth  In  registration  statements  on 
Forms  8-1,  8-7,  8-8,  and  10,  tn  annual 
reports  on  Form  10-K,  in  aimual  reports 
to  shareholders  and  in  certain  proxy  and 
information  statements.  The  Commis- 
Sion  forms  generally  have  not  elicited 
very  specific  Information  about  foreign 
operations;  they  merely  require  regis¬ 
trants  to  discuss  the  importance  of  ma¬ 
terial  foreign  operations  or  sales  to  the 
company  and  the  risks  attendant  thereto 
and  to  present  information  with  respect 
to  volume  and  rdathre  profitabiUtir  of 
such  (H>eratiaDS  "insofar  aa  practicable.’' 
Exlithig  Item  18  at  Fonn  8-8,  Rules 
14a-3  and  14c-S  of  Regulation  14A  and 
Item  14<b)  of  Schedule  14A  are  silent 
aa  to  the  appropriate  disclosure  oonoem- 
tog  foreign  (verattoos  in  the  Fonn  8-8, 
In  annual  reports  to  shareluddm  and  In 
certain  proxy  and  information  state¬ 
ments. 
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Proposed  paragrai^  (d)  of  Item  1  of 
the  new  integrated  disclosure  form 
(Form  S-K)  woidd  continue  to  require  a 
narrative  discussion  of  the  importance  of 
a  registrant’s  operations  in  foreign  coun¬ 
tries  and  any  accompanying  risks  if  the 
registrant  and  its  subsidiaries  engage  in 
material  operations  in  foreign  countries, 
or  if  a  material  p>ortion  of  sales  or  rev¬ 
enues  is  derived  from  cusUmiers  in  for¬ 
eign  countries.  Subparagraph  (1)  would 
require  the  pres^tation  of  financial  in¬ 
formation  relating  to  the  registrant’s 
foreign  operations,  either  in  the  aggre¬ 
gate  or  by  appropriate  geographic  aresi, 
and  as  to  its  domestic  (^rations  if  the 
revenue  generated  by  the  registrant’s 
foreign  operations  from  sales  to  un- 
afiUiated  customers  is  10  perc^t  or  more 
of  total  consolidated  revenue  or  if  the 
identifiable  assets  of  the  registrant’s  for¬ 
eign  (^rations  are  10  p^nent  or  more 
of  consolidated  total  assets  as  reported 
in  the  registrant’s  financial  stat»ients 
for  either  of  the  last  two  fiscal  years  or 
for  the  most  recent  interim  period  for 
which  conmlete  financial  stat^ents  are 
furnished.  ’Hie  financial  information  to 
be  furnished  would  be  the  amoimts  of 
revenue,  with  sales  or  transfers  between 
geographic  areas  shown  separately,  and 
operating  profit  or  loss  and  the  aggre¬ 
gate  carrying  amount  of  identifiable 
assets.  Registrants  would  also  be  re¬ 
quired  to  reconcile  the  informatimi  about 
revmiue,  profitability  and  identifiable 
assets  to  the  related  amounts  in  the  con¬ 
solidated  financial  stat^ents.  In  addi¬ 
tion,  the  pn^xKals  would  require  regis¬ 
trants  to  preset  additicmal  information 
about  intraenterprise  sales  or  transfers 
similar  to  that  required  as  to  interseg¬ 
ment  sales  or  transfers  so  as  to  improve 
profitability  analysis. 

Subparagraph  (2)  would  require  regis¬ 
trants  to  state  the  amount  of  export  sales 
from  their  home  country  to  imaffillated 
customers  in  foreign  countries  in  the  ag¬ 
gregate  or  by  any  appr(H>riate  geographic 
areas  if  the  total  amoimt  of  export  sales 
contributed  10  percent  or  more  to  total 
sales  to  unaffiliated  customers  diirlng 
either  of  the  last  two  fiscal  years. 

Appendix  A  to  proposed  Item  1  ot  Form 
S-K  sets  forth  definitions  appropriate  to 
the  dlsclosiu'es  required  by  these  sub- 
paragraphs  and  guidelines  relevant  to  the 
determination  of  reportable  foreign  geo¬ 
graphical  areas. 

In  order  to  provide  investors  with  truly 
useful  historic  informatimi  adequate  to 
assess  any  recent  trmds  in  this  aspect  of 
'the  issuer’s  business,  the  Ccxnmission 
propose  to  require  the  presentaticm  of  in¬ 
formation  al^t  foreign  and  domestic 
operations  and  about  export  sales  for 
five  fiscal  years  or  such  shorter  times  as 
the  registrant  may  have  engaged  in  busi¬ 
ness.  No  disclosure  would  be  required  for 
fiscal  years  beginning  (m  or  prior  to  De¬ 
cember  15,  1976  because  the  Ccmamission 
forms  do  not  require  such  detailed  dis¬ 
closure  now.  Registrants  are  specifically 
requested  to  comment  on  the  availability 
of  this  information  to  them  for  fiscal 
years  prior  to  the  effective  date  of  SFAS 
No.  14;  any  interested  persons  are  in¬ 
vited  to  comment  on  the  usefulness  of 


the  historic  information  fm*  fiscal  years 
beginning  cm  or  prior  to  December  15, 
1976. 

Any  interim  informati<m  about  foreign 
(^rations  required  by  SFAS  No.  14  to  be 
included  in  the  financial  statements 
should  be  presented  together  with  the 
information  about  foreign  and  domestic 
operations  for  five  years  (or  any  appro¬ 
priate  shorter  period  of  time)  in  the  busi¬ 
ness  discussion,  instead  of  or  in  addition 
to  its  placement  in  the  notes  to  or  sched¬ 
ules  of  the  financial  statements. 


o.  DISCLOSUBX  TABLES 

In  order  to  alleviate  the  burden  on 
registrants  as  a  result  oi  these  amend¬ 
ments,  the  Commission  proposes  the 
adoption  of  appendices  to  Item  1  of  new 
Form  S-K  which  contain  tables  that  may 
be  used  for  the  presentation  within  the 
business  discussion  of  the  additional  in¬ 
formation  regarding  industry  segments 
and  foreign  and  domestic  operations. 
Comments  are  specifically  requested  as 
to  the  usefulness  of  the  tables. 


Schedule  of  recommendation — Type  of  form  to  which  amendments  apply 


Form—  Annual  Cwtain 

- 1 -  report  to  proxy  and 

S-K  S-1  S-7  8-8  10  10-K  information 

holders  statements 


1.  Form  amendments  to  items  of  disclosure;)  Dis> 

closure  of: 

(a)  5  year  historical  financial  Information  X 

relating  to  industry  segments  to  be 
applied  either  retroactiVely  or  pro- 
speotively. 

(b)  5  year  historical  financial  information  X 

relating  to  foreign  and  domestic 
operations  to  be  applied  proepeotlTely. 

(c)  Amount  of  export  sales  for  each  of  the  X 

last  fiye  years  to  be  applied  proepec- 
tirely. 

(d)  Detailed  business  related  descriptions  of  X 

matters  which  are  material  to  Indus* 
try  segments. 

(e)  Discussion  of  property  by  industry  X 

segment. 

2.  Form  amendments  to  exhibits:  Filing  of  eon*  X 

tracts  material  to  industry  segments  as  ex¬ 
hibits. 


X  X  X  X  X 

X  X  X  X  X 

X  X  X  X  X 


X  . X  X 

X  . X  X 

X  . X  X 


X  X 

X  X 

X  X 


<  An  integrated  disclosure  form,  form  8-K,  is  proposed  which  would  contain  the  imposed  requirements.  The 
disclosure  forms  affected  by  the  proposed  amendments  would  be  amended  to  require  the  information  required  by  the 
appropriate  form  S-K  items. 


Proposed  Ahindhekts 

The  text  of  the  proposed  amendments 
is  set  forth  below: 

1.  Form  S-K  is  proposed  to  read  as 
follows: 

§  239.1  Form  S— K,  integrated  disclosure 
form  for  the  registration  of  securities 
under  the  Securities  Act  of  1933. 

§  249.300  Form  S-K,  integrated  disclo¬ 
sure  form  for  use  under  the  Securities 
Exchange  Act  of  1934. 

’Diis  integrated  disclosure  form  shall 
be  used  to  the  extent  provided  in  forms 
promulgated  under  the  Securities  Act  of 
1933  and  under  the  Securities  Exchaixge 
Act  of  1934. 

Item  1.  Description  or  Business 

(a)  General.  Describe  the  business  done 
and  intended  to  be  done  by  the  registrant 
and  its  subsidiaries  and  the  general  devel¬ 
opment  of  such  business  during  the  past 
five  years,  ot  such  shorter  period  as  the  regis¬ 
trant  may  have  been  engaged  in  business. 
Information  shall  be  disclosed  for  earlier  pe¬ 
riods  of  time  if  necessary  fOT  a  conqilete 
understanding  of  the  general  development 
of  the  business.  To  the  extent  appropriate, 
the  general  discussion  of  the  business  shall 
Include  the  information  q>eclfled  in  para¬ 
graphs  (b)(1)  through  (b)(9)  below. 

(b)  Afarrative  disclosures  by  segment.  Each 
industry  segment  into  which  the  registrant’s 
business  is  classified  shaU  be  described  sep¬ 
arately.  The  description  of  each  such  seg¬ 
ment  shall  include  the  information  specified 
in  paragraphs  (b)(1)  through  (b)(9)  below 
to  the  extent  material  to  the  segment. 

(1)  Competitive  conditions  in  the  indus¬ 
try  segment  involved  and  the  competitive 


position  of  the  registrant,  if  known  or  rea¬ 
sonably  available  to  the  registrant.  If  sev¬ 
eral  products  or  services  are  involved,  sep¬ 
arate  consideratiOTi  shall  be  given  to  the 
principal  products  or  services  or  classes  of 
products  or  services.  The  principal  methods 
of  competition  (e.g.,  price,  service,  warranty 
OT  product  performance)  should  be  identi¬ 
fied  and  positive  and  negative  factors  pw- 
talnlng  to  the  competitive  position  of  the 
registrant,  to  the  extent  that  they  exist, 
should  be  explained  if  known  or  reasonably 
avaUable  to  the  registrant.  An  estimate  of 
the  number  of  competitors  and  registrant’s 
competitive  position  in  the  industry  should 
be  included;  where  material,  the  particular 
markets  in  which  the  registrant  conqietes 
should  be  identified.  In  connection  with 
these  disclosures  the  names  of  either  cus¬ 
tomers  or  conqietitors  are  not  required  in 
the  usual  case;  however,  where  one  or  a 
small  numbOT  <rf  COTnpetltors  are  dominant, 
they  should  be  identified.  If  the  registrant 
voluntarily  includes  such  names,  no  objec¬ 
tion  is  ordinarily  raised  unless  in  the  par¬ 
ticular  case  the  effect  of  including  such 
names  is  misleading. 

(3)  If  a  material  part  of  the  business  of 
the  industry  segment  involved  is  dependent 
upon  a  single  customer  or  a  few  customers, 
the  loss  of  any  one  or  more  of  whom  would 
have  a  materially  adverse  effect  on  the  busi¬ 
ness  of  the  registrant,  the  name  of  the  cus¬ 
tomer  or  customers,  their  relationship,  if  any, 
to  the  registrant  and  material  facts  regarding 
their  importance  to  the  business  of  the 
registrant. 

(3)  ’The  principal  products  produced  and 
services  rendered  by  the  registrant  in  the 
industry  segment,  the  principal  markets  for, 
and  methods  of  distribution  of,  such  prod¬ 
ucts  and  services,  including  any  significant 
changes  in  the  kinds  of  products  produced 
or  services  rendered,  or  in  the  markets  or 
methods  of  distribution,  during  the  past 
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tlUM  flaeal  yean  (8m  Paragraph  (c)  (2) 
balow). 

(4)  To  tba  ezteat  that  Infocmatton  ooii- 
cemlng  bachlog  la  material  to  an  under- 
etanrtlng  of  the  hualneae  of  the  Industry  eag- 
ment.  the  dollar  amount  of  backlog  orders 
bellered  to  be  firm,  aa  a  recent  date  and 
as  of  a  comparable  date  in  the  preceding 
flacal  year,  together  with  an  Indication  of 
the  portion  thereof  not  reasonably  expected 
to  be  filled  within  the  ciirrent  fiscal  year,  and 
seasonal  or  other  material  aspects  of  the 
backlog. 

(6)  The  solutes  and  avallabUlty  of  raw 
materials  essential  to  the  business  of  the 
Indiutry  segment. 

(6)  The  Importance  to  the  Industry  seg¬ 
ment  ^d  the  duration  and  effect  of  all  mate¬ 
rial  patents,  trade  marks,  licensee,  franchises 
and  coix;e8slons  held. 

(7)  (1)  The  estimated  dollar  amount  spent 
during  each  of  the  last  two  fiscal  years  on 
material  research  actlrltles  relating  to  the 
derelopmart  of  irew  products  or  services  or 
the  Improvement  of  existing  products  or  serv¬ 
ices,  Indicating  separately  those  activities 
which  were  company-sponsored  and/or  those 
which  were  customer -sponsored  and  dis¬ 
closure  of  financial  Informatlcm  relating  to 
research  and  development  activities.  The  dis¬ 
closure  of  expenditures  for  company-^>on- 
sored  rsMarch  activities  shall  be  stated  In 
accordance  with  generally  accepted  account¬ 
ing  principles. 

(11)  If  there  has  been  a  public  announce¬ 
ment  of,  or  If  Information  otherwise  be¬ 
come  public  about,  a  new  product  or  Industry 
segment  requiring  the  Investment  of  a  mate¬ 
rial  amount  of  total  assets,  a  description  of 
the  status  of  such  product  or  segment  (e.g.. 
whether  In  the  planning  stage,  whether 
prototypes  exist,  the  degree  to  which  product 
design  has  progressed  or  whether  further  en¬ 
gineering  Is  necessary).  This  subparagraph 
requires  a  description  of  the  status  of  prod¬ 
uct  development  In  addition  to  the  descrip¬ 
tion  of  the  business  otherwise  required  by 
the  Item.  The  subparagraph  Is  not  intended 
to  require  disclosure  of  otherwise  non-public 
corporate  Information  the  disclosure  of 
which  would  adversely  affect  the  r^ilstrant’s 
competitive  position.  It  Is  Intended  to  elldt 
additional  spedflc  Information  only  where 
there  hna  been  a  public  axmouncement  or 
where  Information  has  otherwise  become 
public  concerning  a  new  product  or  Industry 
segment  requiring  the  Investment  of  a  mate¬ 
ria)  amount  of  total  assets. 

(IH)  Where. nurteiial,  state  the  appropriate 
nuniber  of  employees  engaged  fulltime  In 
each  of  the  activities  deKiibed  In  7(1)  above 
during  each  fiscal  year  and  In  7(11)  above. 

(8)  The  extent  to  which  the  bustness  of 
the  Industry  segment  or  a  material  portion 
thereof  Is  or  may  be  seasonal. 

(8)  The  numhM  of  persons  employed  by 
the  registrant. 

Jn$truction$.  1.  In  Identifying  the  appro¬ 
priate  reportable  Industry  segments,  the  reg¬ 
istrant  shall  consider  the  relevant  provUAons 
of  Appendix  A  to  this  Item. 

S.  If  the  registrant  proposes  to  introduce 
or  has  recently  Introduced  a  new  product  or 
proposes  to  do  business  or  hss  rsosatly  beg\m 
to  do  bustness  In  a  new  Industry  segment 
requiring  the  Investment  of  a  nwtertal 
amount  of  its  totel  essets,  provide  ae  supple¬ 
mental  InformatlOQ  at  the  time  of  filing  of 
the  document,  but  not  as  part  thateof.  a 
copy  of  any  atudlss  oonducted  or  parfcrmed 
by  or  for  the  raglstraat  relating  to  sudi 
business  or  product  and  a  statement  as  to 
the  actual  or  proposed  wee  of  such  study. 
If  any  such  siu^  Is  not  avallabis  at  the  time 
of  flMng.  it  rtkosiM  be  provided  aa  soon  thsrs- 
aftsr  ss  praetleabis.  Whsra  matsrlal,  dls- 
sloaara  of  ths  ahaance  of  such  study  Is  re¬ 
quired. 


.  8.  Where  matsrlal  to  understsmdlng  ths 

bustness.  the  praetiees  and  oosadlttons  of  the 
registrant  and  ths  Industry  ss  they  rslats  to 
working  ospttal  ttsms  should  be  explataed 
(e.g..  where  the  leglsu  ant's  bmineea  Is  highly 
SBssonal.  wbsre  ths  registrant  la  required  to 
carry  significant  amounta  of  Inventory  to 
meet  rapid  deUvery  requirements  of  cus¬ 
tomers  or  to  assure  Itself  of  a  oonttnuous 
allotment  of  goods  from  suppliers;  or  where 
the  registrant  has  provided  extended  pay¬ 
ment  terms  to  customers) . 

4.  Tbs  description  shall  not  relate  to  the 
powers  and  objects  spectfled  In  ths  chartar, 
but  to  the  actual  bustness  dorrs  and  Intended 
to  be  done.  Iirclude  the  bustrrees  of  subsldl- 
artee  and  sfflllates  of  the  registrant  Insofar 
as  Is  necessary  to  understand  the  character 
and  development  of  the  busineas  oonducted 
by  the  totel  enterprise. 

5.  Appropriate  disclosure  shall  also  be  mads 
as  to  the  material  effects  that  compliance 
with  Federal.  State  and  local  provisions 
which  have  bMn  enacted  or  adopted  regu¬ 
lating  the  discharge  of  materials  Into  the 
envlroiunent,  or  otherwise  relating  to  the 
protection  of  the  environment,  may  have 
upon  the  capital  expenditures,  eemtngs  and 
competitive  position  of  the  registrant  and  Ita 
subsidiaries.  Registrant  shall  disclose  any 
material  estimated  capital  expenditures  for 
environmental  oontrol  tacUltleB  for  the  re¬ 
mainder  of  Its  emrrent  fiscal  year  and  Its 
succeeding  fiscal  year  and  for  such  further 
perlode  as  the  registrant  may  deem  material. 

6.  In  describing  developBMnts,  Information 
itiall  be  given  as  to  matters  such  as  ths 
following:  The  nature  and  results  of  any 
bankruptcy,  reoslvershtp  or  slransr  proceed¬ 
ings  with  respect  to  the  registrant  or  any 
of  its  significant  subelcliailes;  ths  nature  and 
reMlts  of  any  other  materiel  reorganfesstton, 
readjustment  or  succession  of  the  reglstrmnt 
or  any  of  Its  significant  subsidiaries;  the 
acquisition  or  dlspaaltkm  of  any  matsiial 
amount  of  saasts  otherwlBe  than  In  ths  ordl- 
rrary  course  of  bustneas;  and  any  material 
changes  In  tbs  mods  of  conducting  tbs 
bustness. 

7.  Tbs  business  of  a  predecessor  or  prsd- 
soeasore  shell  be  deemed  to  be  the  bustnees 
of  the  registrant  for  the  purpoM  of  this 
Item. 

8.  Appropriate  dlsclosurs  ahaU  be  made 
with  respect  to  any  mstartal  portion  of  ths 
buslnsas  whK^  may  be  subject  to  renego¬ 
tiation  of  profits  or  tsrmlnatloQ  of  oontrsets 
or  mboontascts  at  ths  slsotlon  of  the  Oov- 
ammsnt. 

(o)  Fimmnotml  tnfonmatkm  mbout  Industry 
Ssfssemls  sad  Clanea  o/  SimUmr  Product*  or 
Sorvtee*.  (1)  Stats  for  each  of  the  registrant'^ 
last  five  fiscal  years  (or  for  each  flacal  year 
beginning  after  Deesmhsr  18.  1876.)*  or  for 
sscb  fiscal  year  the  registrant  hss  been  en¬ 
gaged  In  buelnses,  whichever  period  Is 
shmtsr,  and  for  each  Interim  period  In  a 
fiscal  year  beginning  after  December  16.  1876 
for  which  the  regletrant  inrjiirtoa  in  the  doc¬ 
ument  a  complete  set  of  statsmente 

(Ls..  balance  sheet,  income  statement,  state¬ 
ment  of  source  and  application  of  funds  and 
notes  to  the  statements)  ths  Infor¬ 

mation  set  forth  In  (1)-(tU)  below.  Ths  In- 


wThs  language  In  brackets  would  be  tn- 
eluded  la  the  subpatagrapli  tf  the  ConmUs- 
slon  dstsnnlnss  that  segment  reporting 
should  be  required  only  prospscUvsly.  In  this 
svant.  an  instruction  would  be  added  to  ths 
subparagraph  vrhlch  would  raqulra  ths  pres- 
antatlon  of  tntonnatlon  which  would  make 
posalbls  an  analyala  of  tha  psrtormanoe  of 
ths  ragistrsnth  bustness  dnrti«  a  period  of 
five  years.  8ss  text  of  relsaso  for  altsmattvs 
isthods  of  prassntatton  of  tha  hlstarleal  fl- 
nandal  Information  relating  to  ths  various 
segments  of  a  reglstrantls  business. 


formation  shall  be  presented  es  to  each  of 
the  reportable  Industry  segments  Into  which 
ths  busineas  of  ths  registrant  and  Its  subsldl- 
siies  la  rlassified  for  the  puipose  of  reapond- 
Ing  to  paragraph  (b)  above  and  In  the  ag¬ 
gregate  for  the  remainder  of  the  enterprise's 
Industry  segments  not  deemed  reportable 
segments.  Regtstrents  should  note,  however, 
that  the  five-year  period  te  merely  a  guide 
to  disclosure  and  that  disclosure  of  informa¬ 
tion  regarding  operations  ocourrtng  outside 
this  five-year  period  may  be  material  under 
certain  circumstances.  The  finanrial  infor¬ 
mation  required  by  this  subparagraph  need 
not  be  furnished  If  all  of  the  registrant's 
businem  Is  In  a  single  Industry  ssgmsnt  or 
If  a  single  Industry  segment  contributes 
amounts  of  reveniM  end  operating  profit  or 
ioas  each  of  which  equals  more  than  80  per¬ 
cent  of  registrant's  total  revenue  and  opwat- 
Ing  profit  or  loss  respectively  and  utlhass 
more  than  80  percent  of  the  registrant's  Iden- 
Ullable  assets  during  each  of  Its  two  most 
recent  flacal  years.  If.  however,  such  domi¬ 
nant  segment  la  exp^enclng  during  either 
of  those  years  s  material  change  in  the  trend 
of  revenuea  market  share  or  profitability,  the 
financial  data  required  by  the  subparagraph 
shall  be  provided.  Appendix  A  to  this  Item 
contains  definitions  and  guidelines  for  com¬ 
pliance  with  the  subparagraph  and  the  re¬ 
quired  Information  may  be  presented  In  the 
form  of  the  table  set  forth  In  Appendix  B. 

(I)  The  amount  of  total  sales  and  reve¬ 
nues  with  Intersegment  selee/transfers 
shown  separately.  By  footnote  to  the  amount 
of  total  Intersegment  sales/ transfers,  state; 
(A)  The  Identity  of  the  Industry  segTnent<s) 
to  which  such  Intersegment  sales/ transfers 
by  product  or  service  were  made  and  the 
amoant(a)  made  to  each;  (B)  the  relation¬ 
ship  betwesn  the  per  unit  dollar  amounts 
at  which  Intersegment  sales/ transfers  are 
reflected  and  the  per  unit  dollar  amount  of 
sales  to  unaflUlated  third  parties  of  tdentl- 
esl  prodocU  or  ssrvlcsc:  and  <C)  the  per¬ 
centage  of  aggregate  revenues  of  such  IdenU- 
eal  products  or  services  aooountod  for  by  tha 
totersegment  aalea/transfers. 

(II)  The  amount  of  operating  profit  or  Ion 
(revenue  less  operating  expense) . 

(ill)  The  aggregate  carrying  amount  of 
Identlflable  assets. 

(It)  BeooncUlatloos  of  the  Informatloa 
about  revenue,  profitability  and  Identlflable 
assets  to  tlM  related  amounts  In  tha  legls ' 
trant's  consolidated  financial  statements. 

(V)  The  aggregate  amount  of  depreciation, 
depletion,  and  amortisation  expanse. 

(vl)  TTm  amount  of  capital  expenditures. 
In.,  additions  to  Its  property,  plant,  and 
eqiilpment. 

(vtt)  The  equity  In  the  net  hmome  from 
and  Investment  in  the  net  aaeets  of  uncon¬ 
solidated  subekUariee  and  other  equity 
method  Investees  whom  operations  srs  ver¬ 
tically  Integrated  with  the  operations  of  that 
segment.  Disclosure  shall  also  be  made  of 
the  geographic  areas  la  which  thoee  verti¬ 
cally  Integrated  equity  method  Investees  op¬ 
erate. 

(8)  State  for  each  fiscal  year  speclfled  In 
(1)  above  the  amount  or  percentage  of  total 
sales  and  revanues  contributed  by  each  claas 
of  similar  producta  or  swvlcas  which  ac- 
eountsd  for  10  percent  or  more  ot  total  ealea 
and  revenuea  In  either  of  the  last  two  fiscal 
years,  or  15  percent  or  more  of  total  sales 
and  revenues  If  total  sales  and  revenues  dkl 
not  exceed  860.000X>00  during  ctther  of  the 
last  two  fiscal  years.  This  paragraph  calls  for 
Infionnatloh  with  rsspset  to  daasss  of  riml- 
lar  products  or  services  rsgsrrtlsss  of  whether 
ths  rsgistrsnrs  buslnsss  acttvHles  are  elassl- 
llsd  Into  mors  than  one  industry  segment 
and  repcHted  pursuant  to  paragraph  (e)(1) 
above.  However,  this  Informatloo  amy  be 
combined,  where  appropriate,  with  the  re- 
apanae  to  paragraph  (e)(1). 
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(d)  Financial  information  about  foreign 
and  domestic  operations  and  export  sales.  It 
the  registrant  and  Its  subsidiaries  engage  In 
material  (^rations  in  foreign  countries,  or 
if  a  material  portion  of  sales  or  revenues  is 
derived  from  cusUxners  in  foreign  countries, 
appropriate  disclosure  shall  be  made  with 
respect  to  the  importance  of  that  part  of  the 
business  to  the  registrant  and  the  risks  at¬ 
tendant  thereto. 

(1)  State  for  each  of  the  registrant’s  last 
five  fiscal  years,  or  for  each  fiscal  year  begin¬ 
ning  after  December  16,  1976,  or  for  each  fis¬ 
cal  year  the  registrant  has  been  engaged  in 
business,  whichever  period  is  less,  and  for 
each  interim  period  in  a  fiscal  year  begin¬ 
ning  after  December  16,  1976  fmr  which  the 
registrant  includes  in  the  dociunent  a  com¬ 
plete  set  of  financial  statements  (l.e.  balance 
sheet,  income  statement,  statement  of  somce 
and  application  of  fimds  and  notes  to  the  fi¬ 
nancial  statonents)  the  informatitm  set 
forth  in  (i)-(iv)  below.  The  Information 
shall  be  presented  as  to  the  registrant’s  do¬ 
mestic  operatlmis  in  the  aggregate  and  as  to 
its  foreign  operations,  either  in  the  aggre¬ 
gate  or  by  appr(^riate  hranogeneous  geo¬ 
graphic  segment,  if  the  revenue  generated  by 
the  registrant’s  f<M«ign  operati<ms  from  sales 
to  unaffiliated  cust(»ners  is  10  percent  or 
more  of  consolidated  revenue  or  if  ttie  Iden¬ 
tifiable  assets  of  the  registrant’s  foreign  op¬ 
erations  are  10  percent  or  more  at  consoli¬ 
dated  total  assets  as  reported  in  the  regis¬ 
trant’s  finuicial  statements  during  either  of 
the  last  two  fiscal  years  or  during  the  most 
recent  interim  period  tor  whl<di  complete  fi¬ 
nancial  statements  are  furnished.  Separate 
information  a>bout  dcmestie  (^rations  need 
not  be  presented  if  the  revenue  frcm  sales  to 
unaffiliated  customers  and  the  identifiable 
assets  of  the  domestic  (^>erations  are  leas 
than  10  percent  of  related  consolidated 
amoimts. 

(1)  The  amount  erf  totid  sales  and  revenues 
with  sales  or  transfers  between  geographic 
areas  (to..  Intraenterprise  transfers)  shown 
sepiumtely.  By  footnote  to  the  amount  ot 
Intraenterpiise  sales  or  transfers,  state:  (A) 
The  identic  of  the  geographic  area(s)  (for¬ 
eign  and  domestic)  to  which  such  sales/ 
transfers  by  product  or  service  were  made 
and  the  amount(s)  made  to  each;  (B)  ttie 
relationship  between  the  per  unit  dollar 
amoimts  at  which  the  Intraenterpiise  sales/ 
transfers  were  refiected  and  the  i>er  unit  dol¬ 
lar  amount  ot  sales  to  unaflUlated  third 
pMtles  of  identical  products  or  services;  and 
(O)  the  percentage  of  aggregate  revenues  of 
such  Identical  products  or  services  accounted 
for  by  the  Intraenterprise  sales/transfers 
between  the  geographic  areas. 

(11)  The  amoimt  of  opwating  profit  or  loss, 
net  income  or  some  other  measure  of  profit¬ 
ability  between  operating  profit  or  loss  and 
net  income  as  long  as  a  common  level  ot 
profitabiU^  is  reported  for  all  geographic 
areas. 

(ill)  The  aggregate  carrying  amount  of 
identifiable  assets. 

(iv)  Beconcillations  of  the  Information 
about  revenue,  profitability,  and  identifiable 
assets  to  related  amounts  in  the  registrant’s 
consolidated  financial  statements. 

(2)  State  for  each  fiscal  year  and  intwim 
period  specified  in  (d)  (1)  above,  the  amount 
of  exp(^  sales  frmn  the  registrant’s  home 
ooimtry  to  unaffillated  customers  in  f<»«ign 
countries  In  the  aggregate  or  by  any  appro, 
priate  geographic  areas  if  the  total  amount 
ot  export  sales  contributed  10  pwcent  or 
m(Me  to  total  sales  to  unafflliated  customers 
during  either  of  the  last  two  fiscal  years  or 
during  the  most  recent  Interim  period  for 
which  complete  financial  statements  are 
provided. 

Instruction.  Registrants  should  note  that 
the  five-year  period  Is  merely  a  guide  to  dis¬ 
closure  and  that  disclosure  of  infc»matlon 


regarding  (^rations  occurring  outside  this 
five-year  period  may  be  material  under  cer¬ 
tain  circumstances.  Appendix  A  to  this  Item 
contains  definitions  and  guidelines  for  com¬ 
pliance  with  this  paragraph  and  the  re¬ 
quired  information  may  be  presented  in  the 
form  of  the  table  set  forth  in  Appendix  O. 

(e)  The  Commission  may,  upmi  written 
request  of  the  registrant,  and  where  con¬ 
sistent  with  the  protection  of  investors, 
permit  the  omission  of  any  of  the  informa¬ 
tion  herein  required  or  the  furnishing  in 
substitution  therefor  of  appropriate  informa¬ 
tion  of  comparable  character.  In  addition  to 
the  information  expressly  required  to  be  in¬ 
cluded  In  a  registration  statement,  there 
shall  be  added  such  further  material  infor¬ 
mation,  If  any,  as  may  be  necessary  to  make 
the  required  statements.  In  the  light  of  the 
circumstances  under  which  they  are  made, 
not  misleading. 

Appendix  A — ^Definitions  and  Guideunes 
FOB  Compliance  with  Industbt  and  Ho¬ 
mogeneous  Oeogeaphic  Segment  Repoxt- 

ING  REQUIBEMENTS 

The  definltl<»is  and  guidelines  set  forth  be¬ 
low  are  relevant  to  the  segmmt  reporting  re¬ 
quirements  of  the  business  Item  of  this  form: 

DEFINITIONS 

Certain  terms  are  defined  as  follows: 

1.  Segment.  An  Industry  segment  or  a  ho¬ 
mogeneous  geographic  segment. 

a.  Indtutrg  segment.  A  component  of  the 
business  of  a  registrant  and  Its  subsidiaries 
(hereinaftM'  registrant)  engaged  In  providing 
a  product  or  service  or  a  group  of  related 
products  or  services  primarily  to  unaffillated 
customers  (l.e.,  customers  outside  the  regis¬ 
trant)  toe  a  profit.**  Disaggregation  of  the 
vertically  Integrated  iterations  of  a  regis¬ 
trant  Is  not  required. 

S.  Foreign  operations.  Those  revenue-pro¬ 
ducing  Iterations  (except  for  unoonsolldated 
subsidiaries  and  other  unconsolidated  In¬ 
vestees)  that  (a)  are  located  outsiile  of  the 
registrant’s  home  country  (the  United  States 
for  US.  enterprises)  *  and  (b)  are  gmerat- 
Ing  revenue  either  from  sales  to  unaffillated 
customm  or  from  Intraentmrprlse  sales  or 
transfers  between  geographic  areas.** 


*>  In  some  Industries,  It  Is  normal  practice 
for  a  company  to  purchase  and  sell  substan¬ 
tially  Identical  commodities  to  mintmlfie 
transporting  or  other  costs.  In  those  sttua- 
tions,  sales  and  purchases  of  substantially 
identical  commodities  shall  be  netted  for  the 
purpose  of  detwmining  whether  a  product  or 
service  or  a  group  ot  related  products  <x  serv¬ 
ices  Is  sold  primarily  to  unaffillated  custom¬ 
ers.  Although  those  sales  and  purchases  ars 
netted  for  the  purpose  of  Identifying  an  In¬ 
dustry  segment.  It  Is  not  Intended  that  this 
rule  change  a  re^trant’s  accounting  practica 
with  respect  to  determining  Its  revenue  or 
that  of  any  of  Its  industry  segments. 

**  A  registrant  whose  home  country  is  other 
than  the  United  States  but  that  prepares  fi¬ 
nancial  statements  in  confcsmiity  with  UB. 
generally  accepted  accounting  principles 
shall  classify  operations  outside  of  its  home 
coimtry  as  foreign  operations. 

n  Difficulties  may  arise  in  classifying  the 
activities  of  certain  types  of  registrants.  The 
following  examples  may  provide  useful 
guidelines:  (1)  Determination  of  whether 
the  employment  of  a  registrant’s  mobile  as¬ 
sets,  such  as  offshore  drilling  rigs  or  ocean¬ 
going  vessels,  constitutes  foreign  i^ratlons 
should  depend  on  whether  such  assets  ars 
normally  identified  with  (^rations  located 
and  generating  revenue  from  outside  the 
home  oountry.  If  they  are  normally  identified 
with  the  registrant’s  foreign  i^ratlons,  rev¬ 
enue  generated  from  abroad  would  be  con¬ 
sidered  foreign  revenue.  If  they  are  normally 


4.  Homogeneous  geographic  segments. 
Domestic  operations,  in  the  aggregate,  and 
f<»elgn  operations,  elthw  in  the  aggregate 
or,  if  appropriate,  by  geographic  areas. 

6.  Domestic  operations.  Those  revenue- 
producing  operations  of  the  registrant  lo¬ 
cated  in  its  home  country  that  generate 
revenue  either  from  sales  to  unaffiliated  cus¬ 
tomers  or  from  intraenterprise  sales  or 
transfers  between  geographic  areas.  Sales  to 
unaffiliated  customers  include  both  (a)  sales 
to  customers  within  the  registrant’s  home 
country  and  (b)  sales  to  customers  In  foreign 
countries. 

6.  Export  sales.  Sales  to  customers  in  for¬ 
eign  countries. 

7.  Reportable  segment.  An  industry  or  a 
homogeneous  geog;raphic  segment  (or,  in 
certain  cases,  a.  group  of  two  or  more  closely 
related  segments — see  paragraph  19)  for 
which  infiHinaitlon  la  required  to  be  reported 
by  Item  1  ot  this  form. 

8.  Revenue.  The  revenue  of  an  industry  or 
homogeneous  geographic  segment  includes 
revenue  both  from  sales  and  transfers  to  un¬ 
affillated  customm  (i.e.,  revenue  from  cus¬ 
tomers  outside  the  business  as  reported  in 
the  registrant’s  Income  statement)  and  from 
Intersegment  or  intraenterpiise  sales  or 
transfers,  if  any.  of  products  and  services 
similar  to  those  sold  to  unaffillated  custom- 
ers.*!  Interest  from  sources  outside  the  busi¬ 
ness  and  interest  earned  on  intersegment  or 
intraenterpiise  trade  receivables  is  included 
in  revenue  if  the  asset  on  which  the  interest 
is  earned  is  included  among  the  segment’s 
Identifiable  assets  (see  paragraph  10),  but 
interest  earned  on  advances  or  loans  to  other 
segments  is  not  included.**  For  purposes  of 
this  Item,  revenue  from  intersegment  w  In¬ 
traenterprise  sales  or  transfers  shall  be  ac¬ 
counted  for  on  the  basis  used  by  the  regis¬ 
trant  to  price  the  intersegment  or  intraen- 
teiprlse  sales  or  transfers.  If  the  basis  is 
iffianged,  disclosure  shall  be  made  of  the 
nature  of  the  change  and  its  effect  on  the 
r^>ortable  segment’s  operating  profit  or  loss 
in  the  period  of  change. 

0.  Operating  profit  or  loss.  The  operating 
profit  or  loss  of  an  industry  segment  is  its 
revenue  as  defined  in  paragraph  8  minus  all 
operating  expMises.  As  used  herein,  operating 
expenses  Include  e:q>enses  that  relate  to  both 
revenue  from  sales  to  unaffillated  customers 
and  revenue  from  intersegment  sales  or 
transfers;  those  operating  expenses  incurred 
by  registrant  shall  be  allocated  on  a  reason¬ 
able  basis  among  the  industry  segments  for 
whose  benefit  the  expenses  were  incurred. 
Methods  used  to  allocate  iqierating  expenses 
among  segments  in  computing  i^rating 
profit  or  loss  should  be  reasonable  and  con¬ 
sistently  applied  from  period  to  period  (but, 
if  changed,  disclosure  shall  be  made  of  the 
nature  of  the  change  and  its  effect  on  the  re¬ 
portable  segment’s  operating  profit  ih*  loss 


Identified  with  domestic  operations,  revenue 
generated  from  abroad  would  be  considered 
export  sales;  (2)  Services  rendered  by  the 
fiNeign  offices  of  a  service  company  such  as  a 
consulting  firm,  having  offices  or  facilities  lo¬ 
cated  both  in  the  home  country  and  In  for¬ 
eign  countries,  would  be  considered  foreign 
operations,  and  the  revenue  should  be  con¬ 
sidered  foreign  revenue.  Revenue  generated 
abroad  from  services,  provided  by  domestic 
offices  should  be  considered  export  sales. 

"  Intersegment  billings  for  the  cost  of 
shared  facilities  or  other  Jointly  incurred 
costs  do  not  represent  intersegment  sales  or 
transfers  as  that  term  is  used  in  this  item. 

■*  Interest  earned  on  advances  or  loans  to 
other  segments  is  Included  in  computing  the 
opowting  profit  or  loss  of  a  segment  whose 
operations  are  principally  of  a  financial 
nature  (e.g..  banking.  Insurance,  leasing,  or 
financing) . 
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In  the  period  of  ehenge).  Vor  purposes  of 
this  Item.  Intersegment  purchases  ahall  be 
accounted  for  on  the  same  basis  as  Inter¬ 
segment  sales  or  transfers  (ie..  on  the  basis 
used  b7  the  registrant  to  price  the  Interseg¬ 
ment  sales  or  transfers) .  None  of  the  fc^ow- 
Ing  i^hsii  be  added  or  deducted,  as  the  case 
may  be.  In  cmnputlng  the  operating  profit 
or  loss  of  an  Industry  segment:  Revenue 
earned  at  the  corporate  level  and  not  derived 
from  the  operations  of  any  Industry  segment; 
general  corporate  expenses;  *  Interest  ex¬ 
penses,**  domestic  and  foreign  Income  taxes; 
equity  In  Income  or  loss  from  unconsolidated 
subsidiaries  and  other  unconsolidated  In¬ 
vestees;  gain  or  loss  on  discontinued  opera¬ 
tions;  extraordinary  Items;  minority  Inter¬ 
est;  the  cumtUatlve  effect  of  a  change  In 
accoimtlng  principles. 

10.  Identifiable  assets.  The  Identifiable  as¬ 
sets  of  a  segment  are  those  tangible  and  In¬ 
tangible  enterprise  assets  that  are  used  by 
the  segment.  Including  (1)  asseta  that  are 
used  exclusively  by  that  segment,  and  (11) 
an  allocated  i>ortl<m  of  assets  used  Jointly  by 
two  or  more  segments.  Assets  used  Jointly  by 
two  or  more  segments  shall  be  allocated 
among  the  segments  on  a  reasonable  basis. 
Because  the  assets  of  a  segment  that  trans¬ 
fers  products  or  services  to  another  segment 
are  not  used  In  the  operations  of  the  receiv¬ 
ing  segment,  no  amoimt  of  those  assets  shall 
be  allocated  to  the  receiving  segment.  Assets 
that  represent  part  of  a  registrant's  Invest¬ 
ment  In  a  segment,  such  as  goodwill,  shall  be 
Included  In  the  segment’s  identlflable  as- 
aets."  The  IdoitlfiaMe  assets  of  a  segment 
shall  not  Include  advances  or  loans  to  or  In¬ 
vestments  In  another  segment,  except  that 
advances  or  losms  to  other  segments  shall  be 
Included  In  the  Identifiable  assets  of  a  fi¬ 
nancial  Industry  segnunt  because  the  Income 
therefrom  Is  Incltided  In  computing  the  fi¬ 
nancial  segment’s  (H>eratlng  profit  or  loss  (see 
footnote  6).  Asset  valiiatlon  allowances  sxich 
as  the  toUowlng  shall  be  taken  Into  account 
In  computing  the  amount  of  a  segment’s 
Identlfiabe  assets:  Allowance  for  doubtful 
accounts,  accumulated  depreciation,  and 
marketable  securities  valuation  allowance. 
With  respect  to  Industry  segments,  assets 
malntalped  for  general  corporate  pxuposes 
(l.e.,  those  not  used  In  the  operations  of  any 
Industry  segment)  shall  not  be  allocated  to 
Industry  segments. 

DETKXMINATIOIT  OF  EXPORTABLE  INDUSTRT 
SXOMXltTS 

11.  The  repcnrtable  segments  of  a  registrant 
shall  be  determined  by  (a)  Identifying  the 
Individual  products  and  services  from  which 
the  registrant  derives  Its  revenue,  (b)  group¬ 
ing  those  products  and  services  by  Industry 
lines  Into  Industry  segments  (see  paragraphs 
13-14) ,  and  (c)  selecting  those  Industry  seg¬ 
ments  that  are  significant  with  respect  to 
registrant  as  a  whole  (see  paragraphs  18-19) . 


**  Some  of  the  expenses  incurred  In  a  reg¬ 
istrant’s  central  administrative  offlce  may  not 
be  general  corporate  expenses,  but  rather  may 
be  (grating  expenses  of  segments  that 
should  therefore  be  allocated  to  those  seg¬ 
ments.  The  nature  of  an  expense  rather  than 
the  location  of  Its  Incturence  shall  determlns 
whether  It  Is  an  (grating  expense.  Only 
those  expenses  identified  by  their  nature  as 
operating  expenses  shall  be  allocated  as  op¬ 
erating  expenses  in  computing  segment’s  c^- 
erating  profit  of  loss. 

**  Interest  expense  Is  deducted  In  comput¬ 
ing  the  operating  profit  or  loss  of  a  segment 
whose  operations  are  principally  of  a  finan¬ 
cial  nature  (e.g.,  banking.  Insurance,  leas¬ 
ing,  or  financing) . 

*>  Any  related  depredation  or  amortization 
expense  Is  deducted  in  determining  the  op¬ 
erating  profit  or  loss  of  the  segment. 


13.  The  determination  of  a  registrant’s  In. 

dustry  segments  most  depend  to  a  considera¬ 
ble  extent  on  the  Jndi^nt  of  the  regls- 
tranfs  management.  Nevertheless,  a  regis¬ 
trant’s  profit  centers  represent  a 

logical  starthig  point  for  determining  the 
Industry  segments.  The  term  ’’profit  center” 
Is  used  to  refer  to  a  registrant’s  Individual 
products  and  services  or  groups  of  related 
products  and  services,  partlctilarly  with  re¬ 
spect  to  Its  domestic  operations,  that  are 
sold  primarily  to  outside  markets  and  for 
which  Infmmatlon  about  revenue  and  profit¬ 
ability  Is  accumulated.  If  a  registrant’s 
existing  profit  centers  cross  Industry  lines. 
It  will  be  necessary  to  disaggregate  the 
existing  profit  centers  Into  smaller  groups 
of  routed  producte  and  services  (except  as 
provided  In  paragraph  15).  If  a  registrant 
operates  In  more  than  one  Industry  btrt  does 
not  jmsently  aocumuUte  any  Information 
on  a  less-than-total-enterprise  basis  (Le.,  tie 
only  iMOfit  center  to  the  enterprise  as  a 
whole).  It  Shan  disaggregate  Its  operatlono 
along  Industry  (except  as  provided  m 
paragraph  15). 

—  18.  Among  the  Uetors  that  should  be  con¬ 
sidered  in  determining  whether  {Hoduets  and 
services  are  rriated  (and.  therefore,  should 
be  grouped  Into  a  single  Industry  segment) 
or  unreUted  (and.  therefore,  should  be 
separated  Into  two  or  more  Industry  seg¬ 
ments)  ate  the  Mlowlng: 

(a)  The  tiafure  of  the  product.  ReUted 
products  or  services  have  similar  purposes  or 
end  uses.  Thus,  they  may  be  expect  to  have 
stmiiEr  rates  of  profitability,  similar  degrees 
of  risk,  and  similar  opportunities  for  grcMrth. 

(b)  The  nature  of  the  production  proeeM. 
Sharing  of  common  or  Interchangeable  pro- 
duetkm  or  sales  facilities,  equipment,  labor 
force,  or  service  group  or  use  of  the  same  or 
similar  baslo  raw  materials  nuy  suggest  that 
products  or  services  are  reUted.  Likewise. 
idnrHi«i»  degrees  of  labor  Intenslvenees  or 
similar  degrees  of  capital  Intenslveness  may 
Indicate  a  relationship  among  products  or 
services. 

(c)  Markete  and  marketing  methods.  Simi¬ 
larity  of  geognq>hle  marketing  areas,  types 
ot  customers,  or  maihetlng  methods  may 
Indicate  a  relationship  among  products  or 
services.  For  instance,  the  use  of  a  omnmon 
or  Interchangeable  sales  force  may  suggest 
a  relatlonahip  among  products  or  services. 
The  sensitivity  of  the  market  to  price 
changes  and  to  changes  In  general  economic 
conditions  may  also  Indicate  whether 
products  or  services  are  reUted  or  unreUted. 

14.  Broad  categories  such  as  manufac¬ 
turing,  wholesaling,  retailing,  and  consumer 
products  are  not  per  se  Indicative  of  the 
Industries  In  which  a  registrant  operates,  and 
those  terms  should  not  be  used  vrlthout 
Identification  of  a  product  or  service  to 
describe  the  Industry  segments. 

15.  Industry  segmentation  on  a  worldwide 
basis  Is  a  desirable  objective  but  It  may  be 
impracticable  for  some  registrants.  To  the 
extent  that  revenue  and  profitability  Infor¬ 
mation  is  accumulated  along  industry  lines 
for  a  registrant’s  foreign  operations,  as  de¬ 
fined  In  paragraph  3.  or  that  It  would  be 
practicable  to  do  so.  Industry  segments  shall 
be  determined  on  a  worldwide  basis.  To  the 
extent  that  It  Is  impracticable  to  disaggre¬ 
gate  part  or  all  of  Its  foreign  (^rations 
along  industry  lines,  the  registrant  shall  dis¬ 
aggregate  along  Industry  lines  Its  domestic 
operations  and  Its  foreign  operations  for 
which  disaggregation  is  practicable  and  shall 
treat  the  aggregate  of  Its  fmvlgn  operations 
for  which  disaggregation  is  not  practicable 
as  a  single  Industry  segment.  When  that  seg¬ 
ment  qualifies  as  a  reportable  Industry  seg¬ 
ment  (see  paragraphs  16-19).  disclosure 
shall  be  made  of  the  types  of  Industry  opera¬ 
tions  Included  in  the  foreign  operations  that 
have  not  been  disaggregated. 


16.  An  Industry  segment  Is  identified  as  a 
reportable  segment  for  which  flnancUl  In- 
formatloa  must  be  presented  (see  paragriq>h 
17) — ^If  It  satisfies  one  or  more  of  the  follow¬ 
ing  tests  In  either  ot  the  last  two  fiscal  years. 

(a)  Its  revenue  (Including  both  sales  to 
unaflUlated  customers  and  intersegment  sales 
or  transfers)  Is  10  percent  or  mmre  of  the 
combined  revenue  (sales  to  unaflUlated  cus¬ 
tomers  and  Intersegment  sales  or  transfers) 
of  aU  of  the  registrant’s  indtistry  segments. 

(b)  The  absolute  amount  of  Its  operating 
profit  or  operating  loss  is  10  percent  or  more 
of  the  greater,  in  absolute  amotmt,  of: 

(1)  The  combined  c^Mratlng  prcrflt  of  all 
Industry  segments  that  did  not  Inctir  an  op¬ 
erating  loss;  or 

(U)  The  cmnblned  operating  loss  of  aU  In¬ 
dustry  segments  that  did  Incur  an  operating 
loss. 

(o)  Its  Identifiable  assets  are  10  percent  or 
more  of  the  combined  Identifiable  assets  of 
all  Industry  segments. 

Revenue,  operating  profit  mr  loos,  and  Identi¬ 
fiable  assets  relating  to  those  foreign  opera¬ 
tions  that  have  not  been  disaggregated  along 
Industry  lines  on  grounds  of  impractlcabUlty 
(see  paragnqih  15)  shaU  be  Included  in  com¬ 
puting  the  combined  revenue,  combined  op¬ 
erating  profit  or  operating  loss,  and  combined 
Identifiable  assets  of  the  registrant’s  Indus¬ 
try  segments. 

17.  The  restilts  of  applying  the  percentage 
tests  In  paragraph  16  shaU  be  evaluated  from 
the  standpoint  of  Interperiod  comparabUlty 
before  final  determination  of  a  registrant’s 
reportable  segments  Is  made.  For  Instance. 
Interperlod  comparabUlty  would  most  likely 
require  that  on  Industry  segment  that  has 
been  significant  In  ths  past  and  is  expected 
to  be  slgnlfleant  In  the  future  be  regarded 
as  a  reportable  segment  even  though  It  falls 
to  satl^  the  tests  In  paragraph  16  In  either 
fiscal  year. 

18.  The  combined  revenue  from  sales  to 
unaflUlated  ousttxneiB  ot  all  reportable  seg¬ 
ments  (that  Is.  revenue  not  Including  inter¬ 
segment  ssles  or  transfers)  ahall  constitute 
at  ISMt  75  percent  of  the  combined  revenue 
from  sales  to  unaflUlated  customers  of  all 
Industry  segments.  The  test  shall  be  applied 
s^Mratrty  for  each  of  the  last  two  fiscal 
years.  Revenue  relating  to  thoee  foreign  op¬ 
erations  that  have  not  been  disaggregated 
along  Industry  lines  on  grounds  of  impracti¬ 
cability  shall  be  Included  In  the  denominator 
of  the  computation  required  by  this  para¬ 
graph  and  wUl  be  Included  In  the  numerator 
If  those  operations  have  bene  Identified  (In 
aoemdanoe  with  paragraphs  15  and  16)  as 
a  rep<»table  segment.  If  the  Indvistry  seg¬ 
ments  Identified  as  reportable  in  accordance 
irith  paragraphs  16  and  17  do  not  satisfy  the 
76  percent  test  In  this  paragraph,  additional 
Industry  segments  shaU  be  Identified  as  re¬ 
portable  segments  (subject  to  the  i»ovislons 
of  this  paragraph)  untU  the  75  percent  test 
Is  met. 

19.  As  the  number  of  Industry  segments 
tha  would  be  Identified  as  reportable  seg¬ 
ments  In  accordance  with  paragraphs  16-18 
Increases  above  10.  the  questkm  of  whether 
a  practical  limit  has  been  reached  comes 
Increasingly  into  consideration,  and  combin¬ 
ing  the  most  closely  related  Industry  seg¬ 
ments  into  broader  reportable  segments  may 
be  appropriate.  Combinations  shaU  be  made, 
however,  only  to  the  extent  necessary  to  con¬ 
tain  the  number  of  reportable  segments 
within  practical  Umlts  while  still  meeting  the 
75  percent  test. 

DETKRMINATION  Or  EXPORTABLE  FOEXIGN 
HOMOOXNXOOS  GEOGRAPHIC  SEGMENTS 

20.  If  a  registrant’s  foreign  operations  are 
conducted  In  two  or  mexe  geographic  areas 
as  defined  In  paragraph  31  the  financial  In¬ 
formation  required  by  this  Item  shall  be 
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presented  separately  for  each  slgnlflcant  for¬ 
eign  geographic  area,  and  In  the  aggregate 
for  all  other  foreign  geographic  areas  not 
deemed  slgnlflcant.  A  geographic  area  shall 
be  regarded  as  slgnlflcant,  for  the  purpose 
of  applying  this  paragraph,  If  Its  revenue 
from  sales  to  unafllllated  customers  or  Its 
Identlflable  assets  are  10  percent  or  more  of 
related  consolidated  amounts. 

21.  Foreign  geographic  areas  are  indi¬ 
vidual  countries  or  groups  of  countries  as 
may  be  determined  to  be  i^ipropirlate  In  reg¬ 
istrant’s  particular  circumstances.  No  single 
method  of  grouping  the  countries  In  which 
a  registrant  operates  Into  the  geographic 
areas  can  reflect  all  of  the  differences  among 


IntenaUonal  business  environments.  Each 
registrant  ihall  group  Its  foreign  operattocs 
on  the  basis  of  the  differences  that  are  most 
important  in  this  particular  drcumstancss. 
Factors  to  be  considered  Include  proadmlty, 
economic  affinity,  simUarlties  In  business 
environments,  and  the  nature,  seals,  and 
degree  of  Interrelationship  of  the  regtetranfs 
operations  In  the  various  countries. 

AfPKMSIXB - ^IMSUSTBT  SXGMXNT  BJEFOSTINO 

The  table  set  forth  below  Is  an  Ulustratton 
of  the  presentation  In  tabular  form  of  the 
Information  required  by  paragraph  (e)(1) 
of  the  business  Item  regarding  Industry 
segments. 


Financial  information  relating  to  in^untry  segment* 


Induatry  aegment 

_  Other 

Adjustments 
and  ellini- 
nations 

ConaoH- 

daUoiis 

A  B 

segments 

Saha  te  onafflHated  enstomera 
(year): 

1  _ 

2-.  . . . 

a..  . 

4  , _ _  _ 

- 

_  . 

B  _  _ : _  _ 

Intaraegmant  aataa  (year): 

1  _ 

2 _  _  _ 

3..  _ _  _ 

— 

~ 

B  .  .... 

Total  reveiuM  (year): 

> 

*  _ 

3  .  .  . 

4  _ 

— 

fi  _ 

Deprecistion,  depletion  and  amei^ 
nestion  eipenae  (year): 

2..  _  . . 

3 _  _  -  _ 

Capital  expeoditnraa  (year): 

- - — - 

— 

- - 

2 . 

3..  _ 

-  - 

_  —  _ 

6 . . . . . 

Opmtiiif  profit  or  loos  (tmt): 

1 

— 

% 

4  _ 

B 

Equity  la  net  Ineoma  of  vertically 
IntegTatod  X  Co.  (year): 

1 

2..  _  _ 

%  _ 

4 

B 

Itaittfloblo  ooBots  ot  ond  of  (yior): 

1 _  .  . 

2. . 

s  _  _  .  . 

— 

— 

4 

fi 

Investmaat  la  net  aaaata  of  ver¬ 
tically  integrated  X  Co.  (year): 

1 _  _  .  .  _ 

- 

9. 

2 _ 

4 

B 

Afpbndiz  C — TomxioM  and  Doatasne  Oreations 


The  table  set  forth  below  Is  an  Illustration  of  the  presentation  In  tabular  form  at  the 
Information  required  by  paragraph  (d)  of  the  business  Item  regarding  foreign  and  domesOe 
operations. 


United  8tel«> 


Oeociaptaie  Mva 

1  B 


Adjastmantt 

and 

sHmlnallons 


Bel*  te  unaWMsted  emte— s 
(ymr): 
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▲4taitm«ita 
■ad  •Hull. 

aatlooa 


OOOMII- 

tettOM 


Export  Mies  to  unofflUatod  ouato- 
mon  (yeor): 

1 . 

2 . 

3  . 

4  . 

6 . 

Tranafen  between  geogiaphic  areas 
(year); 

1 . 

2 . 

3  . 

4  . 

8 . 

Total  revenue  (year): 

1 . 

2 . . 

8 . 

4  - - 

5  . 

Operating  proAt  or  loaa  >(year): 

1 . 

2 . . 

8 . 

4 . 

6  . 

Identifiable  aaaets  at  end  of  (year): 

1 . 

2 . 

8 . 

4 . 

6 . 


>  Or  appropriate  area  of  domeetic  operationa. 

>  Or  aome  other  reaaonable  meaaore  of  profitability. 

irsil  8.  DESCKIPTION  OF  FBOPEBTT 

(a)  state  briefly  as  to  each  of  registrant’s 
Industry  segments  discussed  In  Item  1  the 
location  and  general  character  of  the  princi¬ 
pal  plants,  mines  and  other  materially  Im¬ 
portant  physical  properties  of  the  registrant 
and  Its  subsidiaries.  If  any  such  property  Is 
not  held  In  fee  or  Is  held  subject  to  any 
major  encumbrance,  so  state  and  briefly  de¬ 
scribe  how  held.  (The  retruUnder  of  this  Item 
would  be  the  same  as  existing  Item  10  of 
Porm  8-1  except  for  changes  In  cross  refer¬ 
ences  and  the  Inclusion  of  Infomuitlon  rele¬ 
vant  to  filings  under  the  Exchange  Act.) 

2.  Item  1  of  Form  10  is  proposed  to  be 
revised  to  read  as  follows : 

8  249.210  Form  10,  general  form  for 
registration  of  seeurities  pursuant  to 
section  12  (b)  or  (g)  of  the  Securi¬ 
ties  Exchange  Act  of  1934. 

•  •  *  •  • 

rrXM  1.  BUSINESS 

(a)  State  the  year  In  which  the  registrant 
was  cwganlzed  and  its  form  of  organisation 
(such  as  ~a  corporation,**  or  **unlneorpo- 
rated  association"  or  other  appropriate  state¬ 
ment). 

(b)  The  description  of  the  business  shall 
Include  the  Information  required  by  Item  1 
of  Form  8-K. 

(c)  (This  paragraph  Is  the  same  as  In¬ 
struction  9  to  Item  1  of  Form  10  and  the 
Note  thereto.) 

•  •  •  •  • 

3.  Item  1  of  Form  10-K  Is  pn^xised  to 
be  revised  to  read  as  follows: 

8  249.310  Form  10-Jf,  annual  report 
pursuant  to  section  13  or  15(d)  of  the 
Secnurities  Exchange  Act  1934. 

•  •  •  •  • 

ITXM  1.  BUSINESS 

The  description  of  the  business  shall  In¬ 
clude  the  Information  required  by  Item  1 
of  Form  8-K. 

4.  Item  0  of  Form  8-1  is  pnnxised  to 
read  as  foUows: 


§  239.11  Form  S-1,  registration  state¬ 
ment  under  the  Securities  Act  of 
1933. 

•  •  «  •  • 

ITEM  e.  DESCXIPnON  or  BUSINESS 

(a)  The  description  of  the  business  shall 
Include  the  Information  required  by  Item  1 
of  Form  8-K. 

(b)  (This  paragraph  Is  the  same  as  In¬ 
struction  9  to  Item  9  of  Form  8-1  and  the 
Note  thereto.) 

•  •  •  •  • 

5.  Paragraphs  (b)  and  (d)  of  Item  6 
of  Form  8-7  are  pn^iosed  to  be  amended 
to  r^ul  as  foUows: 

8  239.26  Form  S— 7,  for  registration  un¬ 
der  the  Securities  Act  of  1933  of  se¬ 
curities  of  certain  issuers. 

•  •  •  •  • 

nXM  8.  BUSINESS 

(*)••• 

(b)  Information  relating  to  Industry  seg¬ 
ments  and  classes  of  similar  products  and 
serrlees  shall  be  furnished  In  aco(»rdanoe  with 
the  provisions  of  paragraph  (c)  of  Item  1 
of  Form  8-K. 

(c)  •  •  • 

(d)  Information  relating  to  foreign  opera¬ 
tions  and  export  sales  shall  be  furnished  In 
accordance  with  the  provisions  of  paragraph 
(d)  of  Item  1  of  Form  8-K. 

•  •  •  •  • 

6.  Item  18  of  Form  8-8  is  proposed  to 
be  amended  to  read  as  follows: 

§  239.16b  Form  S-8,  for  registration 
under  the  Securities  Act  of  1933  of 
securities  to  be  offered  to  employees 
pursuant  to  certain  plans. 

•  •  •  •  • 

(a)  Include  a  descrlptkm  of  the  business 
done  by  the  Issuer  and  Its  subsidiaries  during 
the  fiscal  year  which  will.  In  the  opinion  of 
management.  Indicate  the  general  nature  and 
scope  of  the  business  of  the  Issuer  ami  Its 
subsidiaries.  Information  relating  to  the 
Issuer’s  Industry  segments;  classes  of  imuar 
products  and  services,  foreign  operationa  and 
export  sales  shall  be  furnished  In  accordance 


with  paragraphs  (c)  and  (d)  of  Item  1  of 
Form  8-K. 

•  •  •  •  • 

7.  Paragraph  (b)  (8)  of  Item  14  ot 
Securities  Exchange  Act  Schedule  14A  is 
proposed  to  be  amended  to  read  as  fol¬ 
lows: 

§  240.14a— 101  Schedule  14A.  Informa¬ 
tion  required  in  proxy  statements. 

Item  14.  •  •  • 

(b)  •  •  • 

(8)  Information  relating  to  the  Issuer's 
Industry  segments,  classes  of  similar  products 
and  services,  foreign  operations  and  export 
sales  shaU  be  furnished  In  acc<mlanoe  with 
the  provisions  of  paragraphs  (c)  and  (d)  of 
Item  1  of  Frarm  8-K. 

8.  Paragraph  (b)(6)  of  Rule  14a-3 
and  Paragraph  (a)  (6)  of  Rule  14o-3  are 
pitHXMed  to  be  amended  to  read  as 
follows: 

§  240.14a-.3  Information  to  be  fur- 
nishcid  to  security  holders. 

§  240.14^-3  Annual  reuort  to  be  fur¬ 
nished  security  holders. 

•  •  •  •  • 

(6)  The  report  shaU  contain  Information 
relating  to  the  issuer’s  Industry  segments, 
classes  of  similar  products  and  services,  for¬ 
eign  operations  and  export  sales  furnished  In 
accordance  with  the  provisions  of  paragraphs 

(c)  and  (d)  ot  Item  1  of  Form  8-K. 

•  •  •  •  • 

9.  Item  10  of  Form  8-1,  Item  3  of  Form 
10  and  Item  3  of  Form  10-K  are  pn^xised 
to  be  amended  to  read  as  follows: 

§  239.11  Form  S-1,  registration  state¬ 
ment  under  the  Securities  Act  of 
1933. 

8  249.210  Form  10,  general  form  for 
registrafion  of  securities  pursuant  to 
section  12  (b)  or  (g)  of  the  Securi¬ 
ties  Exchange  Act  o4  1934. 

8  249.310  Form  10— K,  annual  report 
pursuant  to  section  13  or  15(d)  of 
the  Securities  Exchange  Act  of  1934. 

•  •  •  •  • 

raorxBTixB 

Information  relating  to  propMrtles  shall  be 
ftumlshed  In  accordance  with  the  provisions 
ot  Item  a  of  Form  8-K. 

10.  Paragraph  (a)  of  Instruction  13  of 
the  Instructions  as  to  Exhibits  of  Form 
8-1  and  Paragraph  (a)  of  Instruction  9 
of  the  Instructions  as  to  Exhibits  of  Form 
10  are  proposed  to  read  as  follows: 

§239.11  Form  ^1,  registration  state¬ 
ment  under  the  Securities  Act  of 
1933. 

§  249.210  Form  10,  general  form  for 
registration  cf  securities  pursuant  to 
section  12  (b)  or  (g)  of  the  Securities 
Exchange  Act  of  1934. 

•  •  •  •  • 

(a)  Copies  of  evmry  contract  material  to  an 
Industry  segment  and  not  made  In  the 
ordinary  course  of  business  which  Is  to  be 
performed  In  whole  or  In  part  at  or  after  the 
filing  of  the  registration  statement  or  which 
was  made  not  more  than  two  years  before  fil¬ 
ing,  except  contracts  called  for,  or  the  omis¬ 
sion  of  which  Is  expressly  authorised  by  the 
foregoing  Instructions.  Only  ocmtracts  need 
be  filed  as  to  which  the  registrant  or  a  sub¬ 
sidiary  the  registrant  Is  a  party  or  has 
succeeded  to  a  party  by  assumption  or  assign- 
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ment,  or  In  which  the  registrant  or  such 
subsidiary  has  a  beneficial  Interest. 

•  •  •  •  • 
(Secs.  6,  7.  8,  10,  19(a),  48  Stet.  78,  79,  81,  88; 
sees.  12,  13,  14,  18(d).  23(a),  48  Stat.  892. 
894,  901;  secs.  208.  209,  48  Stat.  906,  908;  sec. 
203(s),  49  Stat.  704;  secs.  1,  3,  8.  49  Stat.  1378, 
1377,  1379;  sec.  301,  54  Stat.  857;  secs.  8.  202, 
68  Stat.  685,  686;  secs.  3.  4,  5.  6.  78  Stat.  865- 
568,  569,  570-874;  sec.  1.  79  Stat.  1081;  secs. 
1.  2,  3,  82  Stat.  454,  455;  secs.  1.  2,  3-5,  28(c), 
84  Stat.  1435,  1497;  sec.  105(b).  88  Stat.  1503; 
secs.  8.  9.  10.  11.  18,  89  Stat.  117,  118,  119, 
121,  155;  (15  U3.C.  77f.  77g.  77h.  77J,  77s(a), 
781.  78m,  78n,  78o(d).  78w(a) ).) 

Statutory  Authority  for  Proposed 
Amendments 

The  foregoing  amendments  to  Forms 
S-l,  S-7  and  S-8  are  proposed  pursuant 


to  section  6.  7.  8,  10  and  19(a)  of  the 
Securities  Act  and  the  revisions  sub¬ 
mitted  as  to  Forms  10  and  10-K  and  to 
Regulation  14A  are  pn^xised  pursuant 
to  sections  6.  7,  8.  10  and  19(a)  of  the 
the  Exchange  Act,  sections  12(e)  and  20 
(a)  of  the  PuUic  Utility  Holding  Com¬ 
pany  Act  of  1935,  and  sections  20(a)  and 
38(a)  of  the  Investment  Company  Act 
of  1940. 

Pursuant  to  section  23(a)(2)  of  the 
Exchange  Act,  the  Commission  hsis  con¬ 
sidered  the  impact  that  these  proposals 
would  have  on  competition  and  is  not 
aware,  at  this  time,  of  any  burden  that 
such  rules,  if  adc^ted,  would  impose  on 
competition  not  necessary  or  appropriate 
in  furtherance  of  the  purposes  of  that 
Act.  However,  the  Commission  specifi¬ 


cally  invites  comments  as  to  tLe  competi¬ 
tive  impact  of  these  proposals,  if 
adopted. 

,  In  addition,  the  Commission  is  mind¬ 
ful  of  the  cost  to  registrants  and  others 
of  its  proposals  and  recognizes  its  respon¬ 
sibilities  to  weigh  with  care  the  costs  and 
benefits  which  result  from  its  rules.  Ac¬ 
cordingly,  the  Commission  specifically 
invites  comments  on  the  costs  to  regis¬ 
trants  and  others  of  the  adoption  of  the 
proposals  published  herein. 

By  the  Commission. 

George  A.  Fitzsimmons, 
Secretary. 

May  10.  1977. 

(FR  Doc.77-14237  Pllod  5-19-77;8:45  am) 
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